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General Management 


MANAGEMENT'S NINE HUNDRED: 


Who is the typical top executive? How 
old is he? What is his education, and 
how did he reach his present position? 
To answer these and other questions, 
Fortune studied the backgrounds of the 
three highest-paid men in each of the 
250 largest listed American industrial 
companies (on the basis of sales), the 25 
largest railroads, and the 25 largest utili- 
ties. 

From the data supplied by and as- 
sembled on all but 68 of these men, there 
emerged a composite picture of what 
pie be called the managerial man: The 
typical big-company executive was born 
the son of a business man in the Middle 
West or the East. He had four full years 
of college, during which he concentrated 
on business and science. After school he 
Went to work for one company before 
he joined his present company, which 
hired him while he was still in his twen- 
ties, and which he has now served nearly 
30 years. The chances are he started in 
some sort of clerical or administrative job 
and worked his way up through sales or 
Operations, unless he holds the top job 
in his company, in which case he is as 
likely to have come up through general 
management. Today he is between 50 
and 60, and has held his present position 
—chairman, president, executive vice 
president, or plain vice president—six 
years. His compensation is between $70,- 
000 and $80,000, but if he is chief execu- 
tive officer he gets $30,000 more. 

How does this over-all pattern break 


A SURVEY 


down in terms of specific survey results 
regarding education, work experience, 
and mobility of employment? 

Education. Sixty-five per cent of U. S. 
management's top Nine Hundred went 
through four or more years of college; 
science and business were the educational 
interests of 76 per cent. It is not always 
clear, however, that their schooling has 
had a direct relation to the work these ex- 
ecutives do, the income they get, or the de- 
cisions they make. The miscellaneous pur- 
veyors of articles hat affect most closely 
the mores of the country—tobacco, publi- 
cations, liquor, radio broadcasts, cosmetics, 
movies—are as a group at once the best 
paid and the least educated of all. 

It is significant that during their school 
days, the younger men were a degree more 
interested in the liberal arts and in busi- 
ness and economics, a degree less en- 
thralled by the wonders of science and of 
engineering, than men ten or twenty years 
their senior. The post World War I 
Twenties were the occasion for new talk 
on the campuses about the problems of 
society, and for new talk in the corpora- 
tions about the gospel of service and the 
techniques of selling the flood of new 
mass-produced goods. 

Work experience. Leaving aside men 
imported directly into big companies as 
executives, the Nine Hundred formula for 
getting a start can be expressed in an as- 
cending order of opportunities. Roughly 
one man in 20 started in law; he 
found special opportunities in oil, utility, 
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railroad, and food companies. One man in 
14 went into engineering, looked upon 
with special favor by the old utilities 
and the new aircraft industries. One 
man in 10 went into sales; his chances 
were raised by more than a half if he 
landed in the machinery and equipment 
field, doubled if he found his way into 
food or building materials, and were all 
but ruined if he went into utilities. About 
one man in six went into production, and 
nearly one in four into administrative 
work, often clerical. 

Younger men generally showed a prefer- 
ence for sales as a starting job; for more 
than one in three of the youngsters, com- 
pared with one in eight of the oldsters, 
this was the job that led to the top. This 
difference between generations reflects, be- 
sides the growing concern over distribu- 
tion, the growing complexity of large cor- 
porations. Many of the big companies 
have become too vast for the true specialist 
in law or finance or engineering to manage. 
The new manager is not expected to run 
the show, but to fuse the judgments of 
other managers and keep the various divi- 
sions of the company in balance. 

Mobility of employment. Here, there is 
a much less steady pattern. The manager 
who worked for one other company be- 
fore he came to work for his present com- 
pany is typical only in the sense that his 
middle position is flanked by that of a 


third of the managers who worked for 
no other company and by that of 40 per 
cent who worked for two or more others. 

In certain industries—including steel, 
aircraft, and textiles—an active market for 
managerial talent still exists in some meas- 
ure, and determines the dollar value of 
that talent. But these industries are the 
only ones in which such a market is active, 
and even there it seems to be growing less 
active. Most youngsters have come up in 
the companies they first started to work 
for, and of the ones who have been 
brought in from the outside, most have 
worked for only one company. 


The decline of the market in managers 
reflects a new sort of executive: a younger 
man who centers his entire life around his 
company, from which alone he is certain 
of employment and to which alone he is 
able to look for old-age income. It is prob- 
ably safe to say of tomorrow's managerial 
man that his age will be lower and his 
education longer and broader. He may 
occasionally switch from one company to 
another, but he will not be able to count 
on the chance to switch. He will have 
little specialized training. The abilities 
that make him a manager will, moreover, 
be hard to perceive, for they will be the 
abilities of uniting the thought of many 
minds and of contemplating the impact of 
an enterprise upon society. 


—Fortune, November, 1952, p. 132:8. 


Spending an Hour’s Wage—Today and in 1939 


A “MARKET BASKET” made up of 31 comparable common food, clothing, household 
and other items that cost the wage earner 572 hours of work in 1914, 486 hours 
in 1929, and 291 hours in 1939, has a current “price” of 309 hours of labor, ac- 
cording to a recent Conference Board study. 

To obtain these figures, the spendable earnings of a factory worker with three 
dependents were ascertained from Bureau of Labor Statistics figures for four key 
periods: June, 1952; 1939, the last “normal” year prior to World War II; 1929, 
the peak of the pre-depression era; and 1914, a relatively “normal” year prior to 
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World War I. Consumer items chosen for the “market basket’ were confined to 
those considered “comparable despite drastic changes in style and quality over the 
years. 

While, on the whole, the dollar cost of the eight food items has risen substantially 
since 1914, their average cost in hours of work has dropped about 58 per cent. 
Three of the eight, however—round steak, pork chops, and coffee—now require 
more working hours than they did in 1939, and this rise more than offsets a decline 
in price of the other five items since that time. 

For the 12 clothing items priced, there has been only a 4 per cent reduction 
since 1939 in the hours of work necessary to purchase them; here, as with food, 
the major change took place between 1914 and 1939. In the earlier period, the 
five items of women’s clothing priced could be bought for 63 per cent fewer hours 
of work, and the seven items of men’s clothing for 62 per cent fewer hours. 

A two-piece living-room suite and a three-piece bedroom suite that cost the 1914 
wage earner 260 hours of work required about half as many hours in 1939, accord- 
ing to the study; since then however, the cost of these furniture items in hours of 
work has risen by about 20 per cent. 

Six miscellaneous items—gasoline, soap, aspirin, men’s haircuts, motion pictures, 
and newspapers—included in the “market basket,” were found to cost less in 
hours of work today than they did in any of the three earlier periods. 


Executive APPRAISALS 
(Reaction to a conference discussion of executive rating) 


I listed all his qualities, 

I measured them both fore and aft— 
His prayers and his frivolities, 

His immaturities, his craft. 


I put them down upon a form 
Replete with every latest symbol, 

_ Reduced the angles to a norm 
And hid a pea beneath each thimble; 


Then plied the statistician’s art, 

His concepts, ratios and weightings. 
But he spoke warmly from the heart, 
“A fig for all your pompous ratings! 


“A twinkle in my father's eye, 

A moon in May, a moment's passion, 
A woman's pain—and there was I, 
A unique creature in my fashion. 


“All your psychologist's analysis 

Tells nothing of my dreams last night. 

It’s just an infantile paralysis, 

A play-pen. Learn to stand upright, 

“To know me, use me, man to man, 

To judge me wholly. In your eyes 

T'll soon discover if you can, 

For all your knowledge, still be wise.” 
—Anxon. 
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MACHINES AND MAN: THE CONSEQUENCES 


OF AUTOMATIC CONTROL 


F rom the engineering standpoint, the 
era of automatic control—the self-regula- 
tion of machines that do man’s work— 
has already begun. Some of the fully 
automatic “factories of the future” are 
already on paper; they can be described 
and studied. Engineering, however, is 
only the first step; in judging the prob- 
able impact of automatic technology on 
our economic system and our society, all 
we have to go by is tenuous analogy with 
past experience, limited information on 
the new techniques, and an imperfect 
understanding of the structural proper- 
ties of our own economic system. 

The best index we have of how far 
automatization has actually progressed in 
the U. S. is our annual production of 
measuring and controlling instruments, 
which, after hesitation during the depres- 
sion and the war years, is now rising 
rapidly. Though this rise mirrors in part 
the recent accelerating pace of industrial 
investment in general, the instrument pro- 
duction curve is going up more steeply 
than that of plant investment as a whole. 
This gain is a measure of the progressive 
“instrumentation” of the U. S. economy. 

The estimated cost of complete instru- 
mentation of a new modern plant to auto- 
matize it as fully as possible today ranges 
from 1 to 19 per cent (depending on the 
industry) of the total investment in pro- 
cess equipment. The average for all in- 
dustries would be about 6 per cent. On 
this basis, if all the new plants built in 
1950 had been automatized, some $600 
million would have been spent for measur- 
ing and control instruments; actually, the 
production of such instruments in 1950 
totaled only $67 million. 
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Yet 6 per cent, or $600 million, is far 
from a formidable figure. Furthermore, 
the investment in instruments would not 
necessarily mean a net increase in the 
total plant investment per unit of output; 
the smoother and better-balanced opera- 
tion of self-regulating plants has already 
shown, in fact, that they can function 
with less capitalization than a non-auto- 
matic plant of identical capacity. And 
much existing equipment can readily be 
converted from manual to automatic con- 
trol. It therefore seems that the auto- 
matization of our industries, at least to 
the extent made possible by present tech- 
nology, is likely to advance rapidly. The 
mechanization of the 19th century re- 
quired heavy capital investment and pro- 
ceeded slowly; the new technology, un- 
hampered by such vast capital require- 
ments, can be introduced at a much faster 
pace. 

With the introduction of self-controlled 
machinery, direct human participation in 
the process of production will be greatly 
reduced. We shall probably see an ac- 
celerated rise in the proportion of skilled 
workers, clerks and professional personnel, 
who already make up 42 per cent of our 
working population. These rapid changes 
in the occupational composition of the 
population are unlikely, in a country with 
a social structure as fluid and undifferen- 
tiated as ours, to bring about any great 
strain. The uniformity of American liv- 
ing renders the effects of such transition 
almost imperceptible. For example, recent 
studies indicate that the family of a typical 
$3,000-a-year clerk spends its money in 
very much the same way as the family, 
say, Of a machine-press operator with a 
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similar income. The question is whether 
the machine-press operator will be able to 
earn his accustomed wage when an auto- 
matic controlling device takes over his 
job. The answer must depend in part 
on the speed with which the labor force 
is able to train and to retrain itself. The 
experience of the past 20 years shows 
that American workers in general have 
been quick to take to vocational training 
for new jobs. There has been no surplus 
of unskilled and semiskilled labor; indeed, 
wages in these fields have risen even faster 
than in skilled and professional work. 
Admittedly, the possibility of eventual 
unemployment cannot be excluded on a 
priori grounds. If the capital investment 
were to increase rapidly while the need 


_ for manpower dropped, the resulting rise 
in capital's share of the national income 


could cause drastic unemployment. But 


' since the amount of capital needed for 


each unit of output has actually been re- 
duced in recent years, and will further 
be reduced by the installation of automatic 
machinery, labor should be able to main- 
tain or improve its relative share of the 
national income. The danger of tech- 
nological unemployment should, in fact, 
be even smaller in the forseeable future 
than it was at the end of the 19th century, 
when capital requirements were rising. A 
shortening of the work-week, on the other 
hand, is probable; in the future, even 


more than in the past, it seems likely that 
the increased productivity of the Ameri- 
can economy will be enjoyed as addi- 
tional leisure. 

The new technology will probably have 
a much more revolutionary effect on the 
so-called underdeveloped countries than 
on the U. S. or other old industrial na- 
tions. Shortage of capital and lack of a 
properly conditioned and educated labor 
force have been the two major obstacles 
to rapid industrialization of such back- 
ward areas; now, automatic production, 
with its relatively low capital and labor 
requirements per unit of output, radically 
changes their prospects. Instead of try- 
ing to lift the whole economy by the 
slow, painful methods of the past, an in- 
dustrially backward country may take the 
dramatic shortcut of building a few large, 
up-to-date automatic plants, which would 
propagate a whole new economic order. 

Naturally, automatization, while solv- 
ing some problems, will create new and 
possibly more difficult ones. In Western 
‘civilization the liberation from the bur- 
dens of making a living has been going 
on for some time, and we have been able 
to adjust to the new situation gradually. 
It remains to be seen whether the back- 
ward countries will find a driving force 
to help them develop the social, cultural 
and political advances necessary to help 
them cope with the new economic emanci- 
pation. 


—Wassity Leontier. Scientific American, September, 1952, p. 150:7. 


ACCORDION FENDERS and mangled grill-work on the family car may be marks of 
intelligence—yours or your wife's. James Stannard Baker, director of research at 
Northwestern University’s Trafic Institute, says that a moron with a mentality 


rated at 10 to 12 years may be a better driver than smarter people. 


He is 


less distracted by his thoughts, and, once well taught, the low-mentality driver 
does not deviate from what he has learned. Don't forget to tell the little woman 
how intelligent she is when she takes off the garage door or drives up with a 


dangling bumper. 
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NEW TRENDS IN INDUSTRIAL LOCATION 


Sixce wortp war II ended, industrial 
expansion in America has proceeded at 
an unparalleled pace, according to a re- 
cent Conference Board survey of cur- 
rent trends in industrial location. The 
138 companies covered by the survey 
operated 1,446 separate plants—an aver- 
age of 11 per firm. On the average, 
each company had expanded four times 
in a little over six years. 

California, where 9.8 per cent of the 
reported expansion projects were located, 
received more expansions since the war 
than any other state in the Union, survey 
results indicated. Ohio, with 9.5 per 
cent followed, and New York, Illinois, 
Pennsylvania, Texas, and Michigan also 
ranked high. On a regional basis, the 
north central states, where more than one- 
third of the reported expansions were 
located, were outstanding. The north- 
eastern and southern regions each ac- 
counted for about one-fourth of the na- 
tional total, while the western states 
received about 15 per cent of the reported 
expansions—a 5.3 per cent rise in their 
share of the reported national total since 
the end of the war. 

The national pattern of postwar ex- 
pansion has been affected by location of 
already existing facilities, markets, raw 
materials, labor supply, and transporta- 
tion. Other factors—national security, 


which is currently being emphasized by 
the government, and the tax rate struc- 
ture—are beginning to influence the loca- 
tion of industrial plants. 

Generally speaking, three types of ex- 
pansion seemed about equal in import- 
ance: additions to existing facilities, 
construction of entirely new facilities, 
and acquisition of existing facilities 
through purchase or merger. There were, 
however, regional variations. While, in 
keeping with a developing trend toward 
small communities, new plant construc- 
tion was most in evidence in small towns, 
almost 40 per cent of total expansions of 
all types took place in cities with popu- 
lations of more than 100,000. Slightly 
more than one-third were in towns of 
10,000 to 100,000 and one-fourth in com- 
munities of fewer than 10,000 people. 

Decentralized companies seem to be 
primarily responsible for current plant 
location trends. Where policy favors the 
centralization of activities, expansions 
usually take place at the sites of existing 
facilities and exert little effect upon the 
development of new industrialized areas. 
Almost 70 per cent of the companies: 
providing information on their plant- 
location policies indicated that they prac- 
tice some degree of decentralization today 
—as compared with 60 per cent in a 
similar survey shortly after the war. 


Taxes Cost More Than Food 


A RECENT ESTIMATE places total taxes for the 1952 fiscal year at 87 billion dollars, 
as against $70 billion in 1951 and a range of $52-57 billion in the years 1944-50. 

Such enormous sums take on meaning only by comparison with something 
familiar, like the national food bill—which stood at $52.8 billion in 1950, and 
may. have reached $60 billion in 1952. Traditionally, expenditures for taxes have 
run well below those for food, but during the war this relationship changed: taxes 
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moved above food, and have stayed there ever since. Soaring 1952 taxes rose 
almost half again as high as the total spent for food, and exceeded by even wider 
margins the four other major categories of consumer expenditure—clothing, housing, 
house operation, and transportation. 

Since less than half of total taxes are paid directly by individuals in the form 
of income, sales, or property taxes, the average consumer hardly realizes what has 
happened. The-major or “hidden” portion of the tax burden is paid by business, 
and must largely be passed on to the purchaser in his cost of living. Taxes must 
in the last analysis be borne by the people, who now pay more for being governed 
and defended than for eating. 

—National City Bank of New York 


Unions—and 18-ounce Steaks 


IF THE RUSSIANS understood human nature, there'd be no Soviet threat today. 
“Workers of the World,” they shout, “you have nothing to lose but your chains!” 
Is that so? Let us see. 

Some years ago Fortune magazine surveyed union workers, asking if they con- 
sidered themselves proletarians or middle class. Nobody thought he was a pro- 
letarian. How are you going to have a proletarian revolution if you have no 
proletarians? 

The Russian bigwigs can’t understand how American workers can tolerate the 
luxuries of the rich, It’s simple. Here our workers indulge themselves in quite a 
few luxuries of their own. If they don’t drive Cadillacs, they make out fine in 
Fords and Chevvies which, incidentally, are much better cars than even the 
commissars rate. 

a If an American worker can't afford plush night clubs does he yell: “Burn down 
“i all the night clubs”? Of course not. He gets one of his own. Recently a Brook- 

lyn labor union opened the Rendezvous of the Seven Seas, a bistro for seamen, 
replete with soft lights and hot music, rhumba dancing, and 18-ounce steaks. 
} Blended whisky sells for 50 cents a drink, cocktails 60 cents to 90 cents, and 
i} most Scotches at 70 cents. No cover charge. 

|) How do you like that, Ivan? 

—Back Talk (J. M. Kesslinger & Associates, Newark, N. J.) No. 62 


Private Debt Almost Doubles in Six Years 


PRIVATE DEBT in this country has almost doubled in the past six years, the Northern 
Trust Co. of Chicago says in its monthly review. 

The increase—from $141 billion on December 31, 1945, to $277 billion on De- 
cember 31, 1951—has been more rapid than for any similar period since 1916. It 
includes a rise in net corporate debt from $85 billion to $156 billion, of which 
over half took place in the past two years. 

Analyzing the over-all relationship of debt to national income, the company 
points out that the total of public and private debt at the end of 1951 was 1.9 
times the national income in that year, as compared with a debt-income ratio of 
2.2 in 1929. The chief reason for the lower 1951 ratio, it says, is that incomes 
have increased tremendously in the past six years, while much of the debt was 
incurred earlier. 

—Journal of Commerce 11/5/52 
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SOME LEADERSHIP FALLACIES 


One oF THE MosT popular subjects in 
business literature today is that of leader- 
ship and its attributes. What leadership 
is, how to acquire it, how to select peo- 
ple who have it or can learn it, how to 
train for it, and many other related ques- 
tions receive much attention. At the same 
time, certain misconceptions have grown 
up that can confuse the student and 
handicap the would-be leader. Among 
them are the following: 

Fallacy 1: The leader is considerably 
more intelligent than his co-workers. 
Studies show that a good leader is only 
a shade more intelligent than his follow- 
ers, rarely exceptionally superior. 
brilliant intellectual is inclined to lose 
patience with those who cannot grasp 
ideas as quickly as he, and frequently 
fails to appreciate the level of understand- 
ing of those whom he would lead. 

Fallacy 2: The efficient executive makes 
quick decisions and snap judgments. The 
executive may indeed be called upon to 
make decisions promptly, but in most cir- 
cumstances he has been thinking of the 
problem for a long time. His ability to 
anticipate situations permits mature de- 
liberation before a decision is necessary. 
Prior study and discussions often give him 
a background for a new position which 
simplifies the ultimate solution. He rarely 


The . 


makes a “fast guess,” even though he 
may seem to. 

Fallacy 3: Details should never concern 
an executive. Actually, successful execu- 
tives are so full of details of their business 
that subordinates marvel where they get 
all their information. It has often been 
said that the easiest way to influence 
people on a given issue is to know more 
about it than they do. 


Fallacy 4: Executives should be given 
special privileges as a badge of authority. 
While pleasant surroundings conducive 
to the type of work required will improve 
an executive's output, certain other 
“privileges” may in fact be extremely 
harmful to the rest of the organization. If 
the “boss” takes a coffee break in the 
morning and afternoon against company 
rules, the employees will feel privileged 
to do likewise. 


It seems likely in the final analysis that 
leadership comes as much from persist- 
ence and interest in the job as from any 
other quality. Calvin Coolidge aptly said: 
“Nothing in the world can take the place 
of persistence. Talent will not; nothing 
is more common than unsuccessful men 
with talent. Genius will not; unrewarded 
genius is almost proverbial. Education 
will not; the world is full of educated 
derelicts. Persistence and determination 
seem omnipotent.” 


—L. O. M. A. Bulletin (Life Office Management Association, New York 17, N. Y.), 
October 15, 1952. 


THE GOVERNMENT owns no less than 24 per cent of all the land in the United 
States—and still is adding to its holdings “by leaps and bounds,” according to the 
U. S. Chamber of Commerce. Latest figures show that the government owns 711,166 
square miles—or more land than there is in Japan, Italy, France, Germany, Belgium, 
The Netherlands, Switzerland and Portugal, all combined. 
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creasingly difficult. 
on how to wisely is offered in this 
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WHAT'S WRONG WITH MANAGEMENT'S LAN- 
GUAGE? By Berton J. Ballard. Management 
Report No. 137 (California Personnel Man- 
agement Association, 2180 Méilvia Street, 
Berkeley 4, Calif.). Too often, says the author, 
management fails to win the cooperation it 
must have from workers because the language 
it uses is dull or unintelligible. Government 
pamphlets and directives are improving in 
readability, he asserts, and may soon surpass 
the publications of management in this respect 
unless executives realize the need of achieving 
real communication with their workers by the 
use of short words, short sentences, and an 
interesting, personal style. 


EVERYONE IS A CONSUMER. Royal Bank of 
Canada Monthly Letter (Montreal, Canada), 
August, 1952. Technological progress, which 
is constantly increasing the number and com- 
plexity of available products, has made the 
intelligent spending of personal income in- 
Advice to the consumer 


article, which stresses the advantages of buy- 
ing with an eye to the relation between per- 
sonal living standards and the potential utility 


of the product. 


COMMERCIAL FAILURES IN AN ERA OF BUSINESS 


PROGRESS 1900-1952. (Dun & Bradstreet, 99 
Church Street, New York 8, N. Y.) The 
text of this 32-page booklet, generously sup- 
plemented by graphs and tables, analyzes the 
pattern of business failures in terms of types 
of business involved, geographical distribution, 
correlation between rate a business failures 
and fluctuations in business population, and 
factors responsible for failures. Short-term 
influences on the economy, it shows, are ac- 
curately reflected by yearly trends in business 
failures; and managerial incompetence is a 
major cause of the high casualty rate among 
newly-established firms. 


CALLING THE SHOTS ON 19—. Business Week 
(330 West 42 Street, New York 36, N. Y.), 
September 20, 1952. Aware of the strategic 
importance of long-range planning, an increas- 
ing number of companies are adopting some 
definite form of staff organization for this 
specific purpose. Some of the methods em- 
ployed are described in this article, which 
suggests a five-year span as the planning period 
most likely to meet the needs of the average 
company. 
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HOW BAD IS INFLATION? By Sumner H. 
Slichter. Harper's Magazine (49 East 33rd 
Street, New York, N. Y.), August, 1952. 
Inflation is not so bad as business men and the 
general public often believe, says Mr. Slichter; 
in fact, a slowly rising price level is for many 
reasons preferable to a completely stable 
economy. Reasons given are: that if recessions 
are to be checked, the price level must rise in 
consequence; that stable labor costs can be 
preserved only at the eventual expense of the 
standard of living; and that since foreign im- 
ports must soon replace direct financial aid to 
our allies, a high level of consumer demand 
must be maintained at home if American busi- 
ness is to flourish. 


HOW PUBLIC RELATIONS IS HANDLED TODAY. 
Printers’ Ink (205 East 42 Street, New York 
17, N. Y.), Vol. 240, No. 1. This article 
details the results of a survey of public rela- 
tions practices among 85 large companies. How 
these firms determine budget appropriations for 
public relations, what activities they include 
under this heading, and what they consider 
the most important objectives of public rela- 
tions (increased sales heads the list here) are 
among the topics covered. The companies are 
classified by type of operation, and separate 
data are given for each category. 


THE INDUSTRIAL RESEARCH MAN: WHAT HE 
NEEDS TO PRODUCE PROFITS. Modern Industry 
(400 Madison Avenue, New York 17, N. Y.), 
June 15, 1952. Appropriate control of the 
activities of the industrial research worker and 
the arousal of his interest in the company’s 
dollar problems are essential if an industrial 
research program is to succeed. The methods 
used by various firms in handling the scientist 
are dealt with in this article. One firm intro- 
duces the research man to customers to arouse 
his interest in a particular problem and also 
sends researchers into all lab divisions to 
broaden their knowledge of operations. 


HOW TO WORK WITH THE PRESS—A DETAILED 
POLICY AND METHOD. Industrial Marketing 
(200 East Illinois Street, Chicago 11, Il.), 
August, 1952. Any firm that deserves public 
esteem can help to secure it by full and frank 
cooperation with the press and radio, in the 
opinion of the Quaker Oats Co. and its public 
relations department, whose valuable booklet 
for plant managers and company “news con- 
tact men™ is here reprinted in article form. 
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Personne! Management 


A WORKER’S LIFE IN A “‘WORKER’S STATE” 


Iv A RECENT PRONOUNCEMENT, Joseph 
Stalin held out .an appealing prospect 
before Soviet workers. In the future, 
he told them, they would have a five-hour 
work day along with doubled real wages. 
Unfortunately, he neglected to say just 
when these happy conditions would pre- 
vail. 

Far more relevant to the present, how- 
ever, is the question of how the average 
Soviet worker lives today. Obviously this 
question is central for any evaluation of 
the Soviet claim that present-day Russia 
is the “worker's state.” Here is the pic- 
ture of the average worker's life which 
emerges from a piecing together of frag- 
mentary bits of evidence from many 
sources, Soviet and non-Soviet alike: 

The Soviet worker is expected to put 
in six eight-hour days a week—48 hours 
in all. His pay is on a piecework basis. 
He has a basic production quota. If he 
falls below it, he is publicly shamed be- 
fore his fellows, and his income is cut. 
If he exceeds the quota, he is publicly 
praised, and his wages rise sharply. 

Human nature being what it is, the 
rigors of this system are not always fully 
observed. Thus Soviet newspapers com- 
plain that workers at many plants and 
mines take things easy the first week or 
10 days of each month; the middle of the 
month things speed up somewhat; then 
the last week or 10 days see the factory 
ruled by an atmosphere of “storm” as 
everybody works frantically to reach the 
month's production quota. 


Even with such deviations from disci- 
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pline, the atmosphere of a Soviet plant is 
primarily one of pressure on workers and 
bosses alike. The result is that sacrifices 
required for production, if any, are likely 
to be at the worker's expense. Frequently 
articles in the Soviet press tell of cases 
where factory or mine directors neglect 
proper ventilation, factory safety, and the 
like because such measures might inter- 
fere even temporarily with maximum out- 
put. 


Can the worker obtain redress for such 
grievances? Theoretically, most Soviet 
workers are union members and their 
union representatives are supposed to rep- 
resent their interests in relation to man- 
agement. But Soviet unions are company 
unions completely dominated by manage- 
ment—that is, the government. The shop 
steward or other union official is told time 
and time again that his chief job is to 
help spur the workers on to greater pro- ‘ 
duction and that all else is secondary. 
Consequently, when workers ask him for 
action with respect to their grievances, the 
union official, alert to his own interests, is 
not too energetic in remonstrating with 
management. Since strikes and slow- 
downs are forbidden as “sabotage of pro- 
duction,” the worker must put up with 
his conditions, hoping that, over a period 
of time, things will improve or he will 
be able to get permission to leave his job 
and go elsewhere. 


Wages for Soviet workers are set by 
the government, without union negotia- 
tions or other encumbrance upon the 
government's freedom of action. The re- 
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sult is that wage rates show wide 1n- 
equities, both as between skilled and un- 
skilled workers and among different in- 
dustries. Workers in coal mines, steel 
mills, and other heavy industrial plants 
are paid the most. Those who labor in 
textile mills, shoe factories, and other 
consumer goods industries are usually at 
the bottom of the wage ladder, for these 
goods are considered relatively unimport- 
ant and the work involved relatively easy. 
On the average, the typical Soviet worker 
probably earns between 600 and 700 
rubles a month, or about 3 or 3.5 rubles 
an hour. 

How does he live on this income? The 
worst feature of his standard of living 
is undoubtedly his housing. If the worker 
is single with no dependents, he probably 


’ lives in a barracks or a dormitory, sharing 


a room with several other fellow workers 


' of the same sex. The typical worker 
with a small family, say two or three 


children, is likely to have one room of 
an apartment, sharing kitchen and other 
facilities with the families living in other 


_ rooms of the same apaftment. A family 


consisting of husband and wife may have 
only a part of a room, separated from 
other occupants of the same room by a 
makeshift curtain or screen. 

The Soviet worker subsists largely on 
a diet of bread, cereals, potatoes, and 
some vegetables, with meat, butter, eggs 
and other quality foods available to him 
only occasionally. The reason for this is 
the high price of food, a price which 
includes a large element of tax along 


with production cost. Thus a pound of 
pork costs about 10 rubles, or about three 
hours’ pay; a pound of butter costs about 
14 rubles, or between four and five hours’ 
pay; even second-quality soup beef costs 
over six rubles per pound or about two 
hours’ pay. 

High prices also face the Soviet worker 
when he goes to buy clothing, shoes, 
household utensils, and other consumer 
goods. A man’s wool suit will cost him 
800 to 900 rubles, or well over a month's 
wages. A simple cotton dress for his 
wife costs 125 to 150 rubles, or almost a 
week's wages. As for household appli- 
ances and automobiles, these are usually 
completely out of the ordinary worker's 
reach. 

The contrast between Soviet wages 
and Soviet prices clearly means a low 
standard of living, and to raise this some- 
what most urban housewives and older 
children also work. Roughly half the 
Soviet urban labor force consists of wom- 
en. Six days a week they labor in the 
factories or offices for the entire working 
day. In their free time and on their day 
of rest they must prepare the family 
meals, do the washing, and otherwise ac- 
complish the household chores. 

This, then, is the picture of how the 
typical worker in Soviet Russia works 
and lives. On the whole, his life today 
seems to be closer to the bitter phantas- 
magoria described in George Orwell’s 
1984 than to the dream world the Bolshe- 
viks of 1917 thought they were fighting 
to win. 


—Harry ScHwartz. The New York Times Magazine, October 19, 1952, p. 16:5. 


QUOTA SYSTEM: Union contracts will provide that at least one bricklayer over 65 
years of age be hired for every five employed on a job, according to a proposal 
adopted at the recent national meeting of the bricklayers’ union. 
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GOOD SUPERVISION: KEY TO PRODUCTIVITY 


most Management men will 
_agree that any profit-making organization 
must have good supervisors, objective 
measurements of the nature of good super- 
vision aren't common. Today, however, 
psychologists in universities and industry 
are attempting to provide specific answers 
that management can use to improve su- 
pervisory selection and training. The key 
question is: What makes one group pro- 
duce more than another? This is the 
measurement the University of Michigan's 
Survey Research Center has been using to 
study both supervisory and worker atti- 
tudes and behavior. Some answers that 
throw a lot of light on the whole subject 
are now coming out of these studies, 
which began in 1947 under the auspices 
of the Navy. 

First-line foremen, far more than work- 
ers themselves, hold the key to both 
quantity and quality of production. This 
conclusion emerged from two intensive 
investigations by the Michigan research- 
ers: one, of clerical workers at the Pru- 
dential Life Insurance Company; the 
other, of section gangs working for the 
Chesapeake & Ohio Railroad. Neither 
study, in the researchers’ words, “showed 
as much relationship between employees’ 
attitudes and group productivity as it 
showed between supervisory attitudes and 
behavior and group productivity.” 

In fact, the studies indicate that good 
supervision may be even more important 
to better productivity than had been 
thought; and they also go a considerable 
way toward suggesting more accurate 
criteria of good supervision. In the C. & 
O. studies, data were gathered from 72 
section gangs—36 of them rated by com- 
pany officials as high producers, 36 as 
low producers. In a nutshell, here are 
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three of the Survey Research Center's 
major findings: 

1. Foremen of the highest-producing 
section gangs considered themselves, above 
everything else, leaders—not just superior 
workmen. 

2. Foremen of the high-producing 
groups were more interested in their men, 
and took a more personal approach to 
them. They tended to be employee- 
minded rather than job-minded. 

3. High-production section foremen- 
were found to think a lot better of their 
groups than the low producers thought of 
theirs. 


One of the questions researchers asked 
the foremen was: “How much time do 
you usually spend in supervising and how 
much in straight production work?” In 
reply, 11 of the 36 high-producing group 
said they spent more than 50 per cent of 
their time supervising; only four of the 
low producers were in this group. Nine 
of the high producers spent 50 per cent 
of their time supervising, as against five 
of the low producers. Of the supervisors 
spending less than 50 per cent of their 
time supervising, 11 were high producers, 
22 were low producers. Moreover, fore- 
men with high production records men- 
tioned more often that their jobs involved 
specific supervisory duties, like planning 
and special skilled tasks. 

Along with the leadership role, the re- 
searchers found that the supervisors’ atti- 
tudes toward their workers had a direct 
bearing on whether a group ranked high 
or low in production. Modern managers 
have by now generally agreed that super- 


‘ vision should be based on sound human 


relations; yet the degree of importance of 
this principle has so far been difficult to 
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prove. Much of what the Michigan sur- To management, these Michigan studies 
veys uncovered seems like simple common should point the way toward helping the 
sense; the significant fact is that for the SUPervisor achieve the importance he de- 


. : serves. As many suspected, here is some 

first time, psychologists are coming up ; eal 
= real evidence that the supervisor is the 
with a scientific measurement of many vital impeller gear in the “production 
ideas that, until now, have only been half transmission” that determines the ratio of 


accepted. man hours to units produced. 
—RicHarp L. WappELL. Supervision, Vol. XIV, No. 2, p. 14:3. 


| Doctors’ Fees for Employee Checkups 


HOW MUCH does management pay a doctor for making a physical examination 
I. of an employee? There is no pat answer to this question, since some firms retain 
| physicians on their fulltime staffs and others, usually smaller firms, rely on 
industrial clinics. A recent survey revealed, however, that the average cost to 
a company for employee medical examinations ranges from $1 to $5. Many 
fi of the firms pay a doctor a monthly retainer; his charge for individual physical 
examinations is therefore lower—usually $1. If the retainer fee does not enter 
; the picture the cost for physicals is higher—probably between $3 and $5. The 
” Mi following comments of some of the industrial relations executives interviewed 
: on the subject give some idea of company policies with regard to this type of 
expenditure: 
“Our doctor is paid a monthly retainer of $200. He gets $1 for each physical 
examination to a maximum of $100 a month.” 
“We pay our doctor $300 a month. He also gets $3 per physical.” 
“No retainer fee involved. We pay $6 per examination.” 


“We pay $4 for physical examinations.” 
—For the Informed Executive (Associated Industries of Cleveland) 8/1/52 


b How to Get the Ex-Employee’s Opinion 


USED JUDICIOUSLY, the exit interview can ferret out much information of real value 
| to a company—reasons for turnover, weak spots in personnel policy, faults in the 
4 supervisory staff. 

i Reasoning that the worker who is fired, or quits in a huff, is unlikely to take 
a a calm, impersonal view of the firm he is leaving, Prudential Insurance Co. hit upon 
the idea of sending an exit interview form to the employee within a month after 
he quits. By then, he has had a chance to cool off and is apt to have a better 
perspective on the company. 

In the questionnaire, the company tries to find out what duties the agents dis- 
liked most, what factors most influenced their decision to leave, and what the 
company might have done to help them in their jobs. 

Ex-employees don't have to sign their names to the exit interview forms, which 
are mailed to the main office, not the district offices where the men worked. 
Prudential says it gets an undistorted picture from the forms (40 per cent are 
returned) and finds that many useful suggestions and hints have come in. 

—Supervisor’s News Service (Bureau of Business Practice) 6/23/52 
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INTERNAL RECRUITING: A SOLUTION TO 


THE MANPOWER SHORTAGE 


most companies solicit aid 
from their employees in finding recruits, 
only a small minority do so in an organ- 
ized fashion and actually get results, a 
recent survey revealed. Some form of 
internal recruiting is utilized by more 
than two-thirds of the 400-odd companies 
covered by the survey; however, the vast 
majority of these firms report that less 
than 10 per cent of their applicants and 
an even smaller percentage of their em- 
ployees are obtained in this way. 

The survey indicated, however, that 
those few companies having complete pro- 
grams of internal recruiting achieved ex- 
cellent results, with some hiring more 
than half their employees through this 
method. This indicates that the full po- 
tential of this recruiting technique is far 
from realized by most companies. Pre- 
sented below are details on four successful 
company programs which point up the 
value of improved techniques and inte- 
grated follow-through in utilizing this 
device: 

One insurance firm employing over 
12,000 uses a semi-yearly program in 
which the following forms of communica: 
tion are coordinated: memos to divisional 
and sectional heads, wall posters, bulletin 
notices, articles in house organ, leaflet 
distributions, specially-printed cafeteria 
napkins, introductory cards, and inter- 
views with new employees. The com- 
pany reports that about 20 per cent of 
all applicants for positions and about 33 
per cent of the total number of employees 
hired were obtained through this method. 

A utility concern employing 25,000 
uses a monthly program, which includes 
printing of colorful recruiting appeals on 
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calendar cards, paper napkins, tent cards, 
even emery nail files. Also used are small 
12-page photo-booklets presenting a typi- 
cal office-worker’s day, advertisements in 
company organs, wall posters, and intro- 
ductory cards. The names of those re- 
ferring applicants are published as a re- 
ward. Forty per cent of applicants for 
positions and about 75 per cent of the 
total number of employees hired were ob- 
tained through this method. 

watch manufacturer employing 
1,800 uses a daily program based upon 
spot announcements over public- 
address system, a house letter, and a 
readily accessible supply of introductory 
cards. Employees making referrals are 
awarded $10 if the recruit completes a 
month of service, $25 if he completes 
three months. The company reports ob- 
taining about 50 per cent of its employees 
through this method of recruiting. 

An electronic products manufacturer 
employing nearly 1,300 continually oper- 
ates a program stressing the “family 
concept.” Frequent articles in the house 
organ publicize employees with long years 
af service, also those with blood-relatives 
working for the company. This theme is 
reinforced with bulletin board notices and 
a monthly welcome by the president for 
all new employees related to old per- 
sonnel. Also, application forms include 
space for “friends and relatives in our 
employ.” Ten per cent of the total num- 
ber of applicants for positions and 20 per 
cent of the total number of employees 
hired were obtained as a result of this 
program. 

All four companies reported that the 
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calibre of applicants recruited through 
these methods was higher than those ob- 
tained through other methods. 

Other techniques utilized by concerns 
having success with a formal internal- 
recruiting program are: the posting of a 
monthly “scorecard” of employees re- 
ferred by company personnel; encourag- 
ing employees to refer ex-classmates from 
high school, with the granting of a day 
off to some employees to return to their 
high schools and address members of the 


‘graduating class; upgrading personnel 


who introduce successful new employees; 
inserts in pay envelopes to spread the 
recruitment message; and special recruit- 
ment meetings. 

Does internal recruiting favor particu- 
lar job classifications? For formal pro- 
grams, the answer is no, according to the 
survey, since success depends largely on 
deliberate planning. Used informally, 
however, this recruiting method appears 
to attract a greater percentage of office 
personnel and _ unskilled production 


workers. 


—Personnel Executives’ Newsletter (Deutsch & Shea, Inc., New York, N. Y.), 
September 30, 1952, p. 1:3. 


Why Engineers in Industry Are Organizing 


3 MORE THAN 40,000 industrial engineers already carry union cards, and their federa- 

Le 4 tion, The Engineers and Scientists of America (Unafhliated), which held an explora- 

| tory conference only last May already feels potent enough to plan its first annual 
convention for February, 1953. 

This trend toward organization has been something of a shock to employers, 

if who have always tended to assume that engineers, like foremen, were “management- 

- minded.” Instead, top management is discovering, the engineer has plenty of 


| grievances; and he is seeking to redress them, not through the employer's “open 
ae door,” but through organized, collective bargaining. 
we ‘ / Chief among these grievances and desires, as they have been revealed by inter- 
4 views with key officers of several locals and analysis of pilot agreements already in 
| effect at five large companies, seem to be: (1) ironing out of pay inequities, now 
that Congress has exempted engineers from wage and salary controls; (2) a “man- 
agement-type™ vacation; (3) seniority rights; (4) severance pay; (5) night-shift 
| differentials; (6) length-of-service raises; (7) right to bid for promotions before 
management hires from the outside; (8) overtime pay, particularly for so-called 
“exempt” personnel; (9) travel-time pay; (10) bonuses for hazardous operations; 
(12) more paid holidays; and (13) patent protection. 
—Employee Relations Bulletin (National Foremen’s Institute) 11/12/52 


HORSEPLAY CAN HURT: The Department of Labor has recently completed a survey 
of the most common types of horseplay that result in dangerous injuries. These 
are: (1) pulling a bench out from under another worker; (2) throwing pop 
bottles; (3) throwing an oil rag in the face of a worker carrying materials; (4) 
wiring another's lunch box, so he gets a shock on opening it; (5) giving the 
hot foot or the hot seat treatment; (6) applying an air hose to a worker's skin, 
or the seat of his pants; (7) pushing somebody's head down while he is drinking 
at the fountain. 

—The Foreman’s Digest 9/52 
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SUPERVISORY SELECTION—BACKWARDS. By Wil- 
lard E. Bennett. Factory Management and 
Maintenance (330 West 42 Street, New York 
36, N. Y.), November, 1952. Faced with the 
problem of choosing candidates for supervisory 
training, a major southern refining firm de- 
cided it would first put all its employees 
through the training program, and then select 
its supervisors on the basis of the training. 
This article describes in some detail the com- 
pany’s training program, which has resulted 
not only in better supervision but also in im- 
proved attitudes and higher morale among non- 
supervisory employees. 


INVITE THE PROFESSOR TO DINNER. By 
Christopher Leggo. Industrial Medicine and 
Surgery (605 North Michigan Avenue, Chi- 
cago 11, Ill.), July, 1952. The time and 
money spent on improving labor relations and 
developing employee good will can never bring 
their full potential return, the author believes, 
until management develops a working knowl- 
edge of group behavior. Two ways of ac- 
quiring this knowledge—reading, and informal 
contact with social scientists—are suggested, 
and a number of non-technical books on social 
psychology and group behavior are reviewed 
and recommended. 


THE GAS INDUSTRY'S MANPOWER PROBLEMS. 
By F. O. Rouse. Public Utilities Fortnightly 
(Munsey Bldg., Washington 4, D. C.), No- 
vember 6, 1952. This survey of the manpower 
difficulties confronting one industry touches 
upon many areas that are of vital interest to 
management in general. The discussion con- 
siders, among other questions, how to attract 
and hold young men with executive promise. 


CODETERMINATION: LABOR’S VOICE IN GERMAN 
INDUSTRY. Newsweek (Broadway and 42 Street, 
New York 36, N. Y.), October 13, 1952. 
Mitbestimmungsrecht, or the right of codeter- 
mination, is the most original and startling 
development in labor-management relations 
since the war, says this article. In practice, it 
amounts to labor representation on the board 
of directors of any firm where the principle is 
accepted, and labor's right to select the com- 
pany labor supervisor. anagement, it is as- 
serted, has been fairly well pleased with the 
results, since labor has been willing to sacrifice 
wage-and-hour benefits in order to share in 
policy-making, and union representatives have 
even tended to become company-minded. 
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HOW CHAINS ARE RECRUITING PERSONNEL. 
Chain Store Age (185 Madison Avenue, New 
York 16, N. Y.), October, 1952; Administra- 
tion edition. The alert personnel manager 
realizes that personnel recruitment today re- 
quires competitive job selling, according to this 
article. How some large chains have gone about 
attracting the right kind of job applicant is 
shown in four case histories, with illustrations 
of literature and advertising used by the com- 
panies in their recruitment programs. A five- 
step program for college recruitment, dramati- 
zation of career possibilities by successful 
young executives, and encouragement of em- 
ployee referrals are some of the devices de- 
cooled. 


AMERICAN LABOR IN THE NEXT DECADE. 
Monthly Labor Review (Superintendent of 
Documents, U. S. Government Printing Of- 
fice, Washington 25, D. C.), July, 1952. This 
article presents the highlights of four papers 
delivered at a recent panel discussion sa 
the Industrial Relations Research Association 
on the subject, “Where is American Labor 
Going in the Next Decade?” Union-manage- 
ment cooperation as an answer to class conflict, 
the co-determination principle, threats to 
management prerogatives .and the question of 
whether management has been mature in its 
dealing with labor were among the topics 
covered. 


OFF-THE-JOB ACCIDENTS COST $3 BILLION A 
YEAR. By Arthur S. Johnson. American Ma- 
chinist (330 West 42 Street, New York 36, 
N. Y.), October 13, 1952. Managements that 
are inclined to shrug their shoulders at the 
problem of absenteeism caused by off-the-job 
accidents would do well to consider the advan- 
tages of developing a safety program that will 
make workers take better care of themselves 
after they leave the plant, the author believes. 
Seven criteria of such a program, and nine 
techniques for achieving it, are discussed. 


SAFETY IS GOOD BUSINESS. By H. W. Ander- 
son. National Safety News (425 North Michi- 
gan Avenue, Chicago 11, Ill.), July, 1952. 
This article stresses the dollars-and-cents ad- 
vantages of planned industrial safety, the 
benefits of which often extend beyond the 
mere prevention of losses. As a typical ex- 
ample, the author cites one General Motors . 
safety regulation which not only eliminated 
accidents but actually increased over-all pro- 
duction speed. 
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Office Management 


APPLYING INCENTIVES IN THE OFFICE: 


ONE COMPANY’S SYSTEM 


Pur to work in the transcribing sec- 
tion, the duplicating unit, and the mail- 


+ room at Pitney-Bowes’ Stamford, Conn., 


headquarters, time study men have laid 
the groundwork for a successful incen- 
tive payment plan for office operations 
in these sections. This is how the plan 
works: 

A typist keeps a daily performance 
record. She notes the time at the be- 


} ginning and end of every separate typing 
) job and of every other chore, however 


brief or trivial. Some operations, like 


proofreading of typed copy or checking 


back with the person who gave dictation, 
have no standard times. As unrated jobs, 
these don’t count toward the incentive 
bonus; but they must all be recorded. 
Time out for visits to the washroom, for 
a breather, or for lunch must also (be en- 
tered on the performance record sheet, 
Thus, by the end of the day, each typist 
has accounted fully for the entire 480 
minutes of the working day. 

The day’s performance record sheet 
and copies of typed letters and other ma- 
terial go to the timekeeper. The stand- 
ard time for a piece of transcribed typing 
depends on the width of the copy typed 
and the number of lines in it, on whether 
it was typed on a manual or electric type- 
writer, and on the nature of the copy 
typed—interofice memo, outside letter, 
technical report, etc. Using a transpar- 
ent guide with copy widths printed across 
the top of it and a line count printed 


down the side, the timekeeper can see 
the lineage for any width of copy at a 
glance. She jots down, from an index, 
the standard time for every rated job, 
and compares the total for all rated jobs 
done with the total of time actually 
worked. If the “actual” total is lower 
than the “standard” total, the difference 

time saved--is used to compute the 
typist’s bonus for that day, and also to 
figure the typist’s percentage of efficiency, 
which plays a role in evaluating her job 
progress for the purpose of merit in- 
creases. 

For the first three weeks on the job, a 
new typist is not on incentive at all. Dur- 
ing the fourth week, she is expected to 
reach at least 100 per cent efficiency. In 
addition, 26 per cent is added to the 
standard time, to give her a chance to 
make some extra money. Each succeed- 
ing week her handicap is reduced a little, 
until, by the end of the sixteenth week 


_ only two per cent is added to the stand- 


ard time. After that she’s on the same 
basis as the others. As Pitney-Bowes’ E. 
A. Davis points out: “It’s easy enough to 
say that this or that job can’t be timed. 
But when you try it, you'd be surprised 
how many of the separate duties in a 
job can be timed. With the plan we use, 
the girls get their salary for the part of 
the job that can’t be on incentive, and 
earn a bonus in addition to salary on the 
rest. So nobody really loses out. In 
fact, everybody gains.” 


—Supervisor’s News Service (National Foremen's Institute, Inc.), September 29, 1952. 
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White-Collar Grievances: A Survey 


THOUGH WHITE COLLAR WORKERS once earned nearly twice as much as industrial 
workers, under much better working conditions, “today the picture has nearly 
reversed itself, and the earnings and working conditions of industrial employees 
are soaring way ahead,” Dr. Jay Tabb, a member of the University of Chicago 
Industrial Relations Center, told a group of Wisconsin office managers recently. 

Describing results of a survey recently made by the University of Chicago In- 
dustrial Relations Center of 196,000 employees in 32 firms, Dr. Tabb reported: 
“We found that intangible factors of working environments, such as cooking odors 
from company cafeterias, may become major problems to a clerical group and not 
even be noticed by plant employees. Both groups gave greatest weight to work 
conditions, but the white-collar comments dealt with items like lighting, ventilation, 
rest rooms, cafeteria, and rest periods, while manual workers criticized more basic 
lacks in equipment, work space, and general plant conditions.” 

Manual workers, he said, put pay increases in second place, while white collar 
workers put company efficiency second and adequate pay third in importance. 

Listing some specific reasons why white-collar workers join unions, Dr. Tabb 
mentioned the change in their relative economic position, together with the belief 
that unions are responsible for the higher wages of industrial workers. Fifteen per 
cent of office workers are organized today, he said. 


Techniques for Reducing Office Turnover 


THE “FOLLOW-UP” technique can and should be used to reduce expensive turn- 
over of office workers, costing an estimated $100 per employee, according to a 
recent University of Illinois bulletin. This involves two practices: 

1. Supervisors should interview each new employee at certain intervals after em- 
ployment—usually three months, six months, and one year. At these times the 
supervisor talks privately with the employee about his work, and, if necessary, tells 
him how it can be improved. At the same time the employee has a chance to talk 
with his supervisor without overtly seeking him out. oe 


2. The employment office should send the supervisor a follow-up form on which 
to report his satisfaction or dissatisfaction with the employee. This information 
enables the personnel officer to evaluate the placement, and, if necessary, to shift 
the employee to another job or take steps to remedy difficult situations. 

Other personnel techniques described in the bulletin include recruiting, screening, 
testing, interviewing, selection and placement, and orientation of the new employee. 
There is also a comprehensive listing of employment tests for office workers. 

The bulletin, Selecting Office Workers, by Robert L. Peterson of the Business 
Management Service, University of Illinois, is available gratis from the College of 
Commerce and Business Administration, University of Illinois, Urbana, Ill. 


ANY BUSINESS, large or small, that has a properly equipped duplicating department, 
including spirit, stencil, and offset, can produce an average of 85 per cent of its 
duplicating and printing requirements—from inter-office bulletins to fine letter- 
heads and advertising literature—at savings averaging about 40 per cent under the 
cost of having the work done outside. 


— Office 10/52 
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REDUCING WASTE AND RISK 


THROUGH PLANNED RECORDS STORAGE 


F or lack of an integrated system of re- 
cords management, industry spends mil- 
lions of dollars annually in the useless 
retention of unnecessary records in the 
wrong places under wasteful conditions. 
The economies that can be effected by 
the application of an efficient records 
management system are illustrated by the 
following figures, cited by the National 
Records Management Council: 

Thirty-five to 45 per cent of records 
were sold as waste-paper, 20-35 per cent 
transferred to a records service center, and 
20-35 per cent retained in high-cost office 
Space. These percentages can be translated 

to operating efficiencies and savings as 

follows: 
_ Disposal of records: 100 per cent sav- 
ing of space and equipment, and immedi- 
ate dollar return through wastepaper 
Salvage. 

Transfer of records: 100 per cent sav- 
ing of office space and equipment, and 
94.74 per cent reduction of maintenance 
and service cost. 

Control of records: Immediate reference 
availability, positive company policy, and 
assured retention of essential records. 

Companies often move records from 
One wrong place to another, only to move 
them again to make room for more im- 
portant operations. While each move 
may be necessary at the time, it is a fact 
that the cost of moving records three 
times can often pay for the construction 
and equipment of a scientifically designed 
permanent building to house these re- 
cords. Also, it costs less to construct and 
equip a scientifically designed building 
than it does to purchase metal transfer 
files to house the same quantity of re- 


cords. Adaptation of a suitable existing 
structure may cost even less. When a 
company has a sufficiently large record 
accumulation for storage (25,000 cubic 
feet, or the equivalent of 12,500 legal file 
drawers), it should operate its own re- 
cords service center. Firms having fewer 
records for storage should investigate the 
possibility of using a commercial records 
service center. 


Since permanent security of vital re- 
cords from all types of disaster, from 
flood to atomic war, is essential, any re- 
cords protection program must be highly 
selective and discriminating. Four pos- 
sible means may be adopted: 


1. Existing dispersal. When, by reason 
of organizational structure, duplicate cop- 
ies of vital records exist at widely dis- 
persed field locations as well as at the 
main office, no action is necessary, since 
the probability of disaster at all points 
simultaneously is remote. 


2. Improvised dispersal. When ap- 
praisal of operations discloses preparation 
of several copies, all intended for internal 
use at the same location, minor changes 
may release a presently used copy for dis- 
persal, with cost restricted to price of 
mailing. 

3. Evacuation of original documents. 
When records of great significance are 
found to be rarely referred to after they 
have gone through the initial operation, 
evacuation of the original provides secur- 
ity—again for the price of postage. 

4. Duplication. When none of the fore- 
going methods is applicable, the most ef- 
fective method of duplication should be 
chosen and used for all vital records. 


—Emmetrt J. LeAny AND Rosert E. Wem. The Office, June, 1952, p. 64:9. 
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A Check List for Business Machine Operation 


TO INSURE the best possible results from a controlled utilization of business machines, 
management might use a check list like the following: 


Is the equipment fitted to requirements, or do requirements have to bow to 


the equipment? 


2. 


Is the equipment applied function for function, or are some logical functions 


unapplied? : 


. Is it actually eliminating manual labor? 

. Will it provide more facts and controls than are being received at present? 

. Is the equipment easy to operate, or will there be trouble finding personnel? 
. Is it flexible enough to take care of expected future expansion? 

. Can it be expanded at any time to give additional facts? 


Will it handle and prepare as many functions simultaneously as possible? 


How will installation of the equipment affect personnel relations? 


10. What savings can be expected by the proper utilization of business equip- 
ment? 


—Frank Fosnicut in an address before the National Office Management Association 


NEW DEVELOPMENTS in office furniture include: a thin layer of aluminum foil 
under the veneer which conducts heat so rapidly that a forgotten cigarette burns 
itself out on the desk top; desk drawers dipped in wood-stabilizing compounds to 
seal the pores so that they cannot absorb water, thereby making them stickpropf; 
legs of wood desks and chairs made of a densified wood that will not snag hose; 
and building desks on island bases instead of conventional legs to permit easy 
swiveling even when the chair is placed close to the desk. 


—Joun F. Pierce in Office Executive, 12/52 


“I like it fine—but due to certain 


considerations...” 


—Reproduced by permission of Rough Notes (Indianapolis, Ind.) 
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Tabulating Cards Used for Employee Morale Survey 


IN ITS FIRST employee morale survey, back in 1939, Aldens, Inc., used a four-page 
form containing some 17 questions, each of which had from three to five possible 
answers. Convinced that only by means of annual surveys could it do a good 
job of “auditing” conditions affecting employee morale, the company soon began 
to look for a handier tool to use for the purpose—one that would cut down time 
spent annually on the survey, get clearly defined answers to questions, and reduce 
costs. 
The answer was a 344 x 5Yy-inch tabulating card containing 20 questions that 
could be answered by a simple “yes” or “no.” The card saves the time that used 
» to be required for tabulating answers, and its simplicity facilitates the gathering 
of factual information. As a result, quick action can be taken to clear up employee 
i misunderstandings and complaints. 


Questions used on the card relate to the employee’s opinion of company per- 


sonnel policies, fairness of supervisors, feeling of security in the job, etc. 


—American Business 11/52 
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ELECTRONIC DICTATING MACHINES ARE VALU- 
ABLE EXECUTIVE TOOLS. By R. E. Owen. Office 
‘Executive (132 West Chelten Avenue, Phila- 
Welphia 44, Penna.), October, 1952. Properly 
installed electronic dictating equipment 
for itself within a year and return an annual 
dividend of at least 100 per cent thereafter, 
according to this article. The author cites a 
‘umber of advantages in addition to the dollar 
savings that can be expected from its use. 


OFFICE OF THE YEAR. Office Management and 
Equipment (212 Fifth Avenue, New York 10, 
N. Y.), November, 1952. Six generously 
illustrated articles describe in detail the design, 
layout, and equipment of six new offices ad- 
judged outstanding in a poll of professional 
architects, decorators, and management engi- 
neers. In each case, a list of the suppliers of 
the office equipment is given. 


CRIS-CROSS MANAGEMENT. By Robert J. Koch. 
Office Executive (National Office Management 
Association, 132 West Chelton Avenue, Phila- 
delphia 44, Penna.), August, 1952. To make 
supervisors a part of management in fact as 
well as in theory, the Michigan Hospital Serv- 
ice instituted what it called Cris-Cross Man- 
agement, a device whereby teams of supervisors 
are given staff authority to go into any or all 
departments for the purpose of analyzing 
specific problems and developing methods im- 
provements, which are referred to a permanent 


Advisory Committee for approval. Great bene-, 


fits in terms of efficiency and employee atti- 
tudes, says the author, have resulted from the 
program. 
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ESSENTIAL PURCHASING RECORDS AND FORMS. 
By W. H. Herbert. Purchasing (205 East 42 
Street, New York 17, N. Y.), July, 1952. The 
author makes a number of suggestions for 
saving money on forms, especially those in- 
tended for use by the purchasing department. 
One way to cut costs is to separate those 
intended for internal or external use and then 
to print only the external forms on good stock. 
Instead of being printed, internal forms should 
be duplicated or mimeographed—and on in- 
expensive paper. 


MECHANIZED MATHEMATICS—SPEED, ACCURACY, 
AND CONTROL. By Edgar Noll. Office Execu- 
tive (132 West Chelten Avenue, Philadelphia 
44, Penna.), October, 1952. A concise, well- 
illustrated account of the main types of office 
computing machines that are available today, 
from the comparatively simple and familiar 
adding machine to the “Synchro-matic,” a de- 
vice consisting of an accounting machine and 
a key punch, electrically coupled and syn- 
chronized, which produces statistics as a + 
product of the accounting entries. 


NEED STENOGRAPHIC HELP? By Harold R. 
Nissley. The Office Economist (369 Broad- 
way, New York 13, N. Y.), July-August, 1952. 
To illustrate how an increase in work loads 
can be met by eliminating superfluous steps 
in existing typing tasks, the author shows what 
he was able to accomplish, with a minimum of 
editing, in the simplification of a typical piece 
of copy designed for mimeograph reproduc- 
tion. This example, it is suggested, can be 
used to provoke the interest of typists in de- 
vising short-cuts for their own work. 
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Manufacturing Management 


CONTROLLING MAINTENANCE COSTS 


By raminc to uncover and record 
maintenance costs, many companies are 
missing a major chance to pare operating 
expenses. Increased cost of equipment 
and higher wage rates put a premium on 
pinning down such intangibles as: labor 
cost and overhead when expensive pieces 
of equipment are out of service; unneces- 
sary expenditures for extra time arising 
from poor work methods or faulty sched- 
uling; and the price of keeping old equip- 
ment after repair charges and depreciation 
have passed a certain point. 

Certain basic budgeting and cost re- 
cording procedures, which both large and 
small companies can adapt to their own 
operations, can help pin these factors 
down in dollars-and-cents terms—and, 
consequently, to achieve real maintenance 
control. Of course, a good budget can’t 
be developed overnight; some companies 
have been revising their procedures for 
years. But a method that really works 
will more than repay the time and effort 
spent on its development. Some general 
criteria, applicable to almost any firm's 
budgetary procedures, are: 

Accurate recording of maintenance and 
repair costs, broken down by specific ac- 
counts. This is essential for an accurate 
budget, because any method of projecting 
expenses depends largely on past experi- 
ence. Also, without trustworthy cost 
figures it is impossible to determine the 
true cause of variances from the budget. 
The cost of true maintenance should be 
recorded separately from that of other 
work done by maintenance employees— 
especially in small companies, where 


December, 1952 


maintenance men often spend much time 
on non-maintenance jobs. 

Flexibility of budget. In industries 
where, over the years, maintenance re- 
quirements have demonstrably varied with 
plant activity, maintenance budgets can be 
geared to a formula based on anticipated 
output in kilowatt hours, number of prov 
duction workers, etc. However, where 
maintenance needs don’t hinge on any 
single factor of output, a rigid formula 
simply won't work. For most companies, 
the best solution is a compromise between 
the fixed budget, drawn up entirely from 
estimates of work needed, and the variable 
budget, which is tied to a strict formula. 

One possibility is a master budget for 
the year based on expected maintenance 
expenditures at the highest and lowest 
levels of production forecast for each 
month. A revised monthly budget, drawn 
up from this master, sets exact figures 
falling within the high-low range of the 
master budget, which are sent to the 
supervisor in a monthly letter. A second 
method is to segregate the classes of work 
which vary with production and those 
which do not—and budget accordingly. 
In the case of a plant where maintenance 
costs as a whole do vary with production, 
an index of plant activity, with mainte- 
nance costs figured by several categories 
rather than by total, may be the answer. 
A variable budget may be developed for 
each category on the basis of a simple 
chart showing dollars of maintenance ex- 
pense, on one axis, and production vol- 
ume, expressed in labor hours, on the 
other. Whatever formula is applied, 
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there will still be a need for managerial 
judgment; even the best formula must be 
adjusted for differences between past and 
anticipated expenses. 

Periodic review of the budget for need- 
ed revisions. Since budget figures must 
be kept realistic in terms of actual dollar 
requirements, a new labor contract or a 
big change in production schedules would 
invariably justify a revision. A less dras- 
tic change may in some cases be treated 
@s a variance; in others, a budget adjust- 
Ment may be indicated. For example, a 
substantial change in materials prices, 
which was impossible to forecast, would 
Mecessitate budget revision. 

To provide a true picture of mainte- 
ance costs, a record of the repairs made 

m each machine is almost mandatory. 
Buch records reveal the cost of idle ma- 
ine time, show when equipment should 
replaced, highlight recurrent machine 
failures, and serve as a guide to the selec- 
fion of new machines when they become 
Mecessary. Keeping accurate records of 
Maintenance and repair costs requires 
Meither a large staff of clerks nor a com- 
plex accounting system. Each true 
Maintenance item, however, must be kept 
distinct, and must eventually be filed in 
a numbered account that identifies the 
major class of work and the department 
Or cost center. 

One system, used by a pulp mill, illus- 
trates an approach to maintenance cost 
accounting suitable for smaller companies. 
This firm codes maintenance accounts by 
assigning a number system to all major 
parts of the plant, such as buildings, build- 
ing equipment, water system, and special 
production areas, and giving a sub-number 
to machinery and equipment in each cate- 
gory. The code is circulated to key per- 
sonnel for instructing foremen on job 


charges. Numbered repair orders, issued 
for every repair job costing over $25, give 
the company a running picture of repair 
work done, with estimated and actual cost 
of labor and material; and repair crew 
time cards are used to report labor charges 
on each job. Maintenance and repair 
material charges are worked up from 
stores requisitions, which can only be 
issued on presentation of a repair crew 
time card bearing the charge and the mill 
superintendent’s signature. Priced daily, 
the requisitions are credited on the in- 
ventory cards, which are filed numerically 
by repair order and account number. 
Then, at the end of the month, the ac- 
counting office distributes the requisitions 
to the various classifications. 

Three types of reports are being used 
by many firms to keep operating personnel 
sold on this type of maintenance control. 
The first, a comparison of actual vs. 
budgeted expenses issued weekly or 
monthly should include, whenever there 
are any unusual variances, a statement of 
explanation—which should also highlight 
any unusual items that are buried in the 
totals. The second, machine downtime 
reports, offers an excellent measure of the 
effectiveness of the maintenance program 
over a period of time, and effectively show 
up high-cost areas. The third type of 
report, on abnormal equipment mainte- 
nance charges, identifies unusual expenses, 
thus enabling the firm to take corrective 
steps before waste has mounted. 

Better budgeting and cost control has 
in several cases done more than eliminate 
unnecessary maintenance expenses: Tan- 
gible savings made possible by the intro- 
duction of good cost recording techniques 
have proved a persuasive argument in get- 
ting top management to improve and ex- 
pand preventive maintenance programs. 


—Operations Report (Research Institute of America, Inc., New York 17, N. Y.), 
September 23, 1952. 
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“Shadow Plants” 


GOVERNMENT MOBILIZATION agencies appear determined to go through with the 
idea of setting up “shadow plants,” equipped with machinery bought and owned 
by the government and leased to the plant owners, which would be held in standby 
for use in an all-out war. 


Included in the “shadow plant’ program are two types of facilities—those to 
produce military end-items, and those for making machine tools and related equip- 
ment which are subject to long lead-time in mobilization periods. Among “shadow 
plants” slated for an early go-ahead are several for producing large and special 
machine tools. A number of gauge manufacturing plants are also contemplated, 
since present gauge capacity is inadequate to meet full mobilization demands. 


Will industry cooperate in extra safety measures for future mobilization? John 
F. Gordon, vice president of General Motors Corp., said in speaking of dual- 
purpose plants in particular and an industry program for future defense needs in 
general: “There are units of industry which have gained enough experience in 
the past 10 years under the present plan that would likely be willing to cooperate 
in such an effort if Congress and our defense agencies are interested and willing 
to undertake their respective shares of the problem.” 


—Steel 11/24/52 


New Employees Have Highest Injury Rate 


MANAGEMENT MAY SOMETIMES WONDER: Does it really pay to spend time with a 
“new hire” or a “green hand” to coach him to do his job safely? Experience at 
the Ford Motor Company clearly indicates that it does pay. 

The company’s safety records for 1951 were analyzed and employees who had 
disabling injuries were grouped on the basis of the number of years spent on their 
jobs. The employees who accounted for almost one-half of the accidents had 
worked at the particular job for less than one year. In actual figures, the “one- 
year men™ accounted for 46.5 per cent of the accidents. 

Accidents dropped off considerably for employees who had spent more than five 
years on their jobs, as the following breakdown shows: One to five years, 23.2 
per cent; five to 10 years, 12.3; 10 to 15 years, 5.4; 15 to 20 years, 4.4; 20 years 
and over, 8.2 per cent. 

In the light of these facts, it is especially important for a firm to double check 
to make sure a man new to the job has been taught all there is to know about 
doing his job safely. 


—Management Information (Elliott Service Company, 30 N. MacQuesten 
Parkway, Mt. Vernon, N. Y.) 9/8/52 


Worth a Thousand Words 


A PHOTOGRAPHER with a candid camera tours the plant and takes shots of workers 
who are violating safety rules at the Raytheon Manufacturing Company, Waltham, 
Mass. The pictures are printed—minus the faces—in the company house organ, 
and accompanying copy goes straight to the point. Under a picture of a man cup- 
ping a lighted cigarette in a no-smoking area, the caption reads: “This picture is 
a striking example of someone endangering the lives of employees and their jobs 
by sneaking a smoke. The fellow in this picture may be hiding his smoke from his 
foreman but he can't hide it from flammable vapors or combustible materials. Protect 
your job and fellow workers. The person you fool can be yourself.” 


—Employee Relations Bulletin (National Foremen’s Institute) 11/26/52 
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INDUSTRIAL HOUSEKEEPING LENDS A HAND TO SAFETY 


Housexeerine, WHICH AIMS at pro- 
moting order and cleanliness throughout 
the organization, is one of the basic divi- 
sions of safety engineering. A good house- 
keeping program begins with an analysis 
of physical plant facilities to determine 
factors of tonnage and volume of ma- 
terials to be handled, quantities required 
at successive steps of the process, amount 
of space necessary, and methods to be 
used in handling and moving. A thorough 
study with drawings and models will 
usually show that production lines can 
be straightened, cluttered aisles cleared, 
power lines removed from reach or re- 
Cessed in the floors, and moving ma- 

inery properly guarded. 
' The following points, pertinent to 
fecciving and storage, should receive first 
Gonsideration: (1) height of pile—which 
depends on safety and convenience; (2) 
Strength of support—which should insure 
@ safety factor of at least four, when fully 
loaded; (3) evenness of support and its 
Gontinued stability—especially in regard 
to yard storage; (4) location—where 
there is aisle traffic or the presence of 
work benches or machines, it may be 
Mmecessary to limit.the height of material 
to be piled; (5) size and shape of articles 
to be piled—if small, objects usually must 
be put in containers; if pipe or other long 
stock, articles should be put on special 
racks and protected by railings or bar- 
riers; (6) mechanical aids—which can 
often replace “strong-arm” methods with 
some form of stacker, piler, hoist, or 
carrier; (7) convenient location of tool 
racks and holders; and (8) width and 
layout of aisles—which if too narrow for 
safety, are probably also too narrow for 
efficiency. 

Since they encourage the employee to 
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be clean and orderly in his work and 
personal habits, properly painted walls 
and equipment are important in good 
housekeeping. White corners in toilets 
and washrooms, at various places in the 
work rooms, and on stairways and aisles 
add to general appearance and discourage 
such unsanitary practices as spitting and 
discarding various types of waste. Paint- 
ing handrails, machine guards, and other 
equipment not only prevents rust, but 
increases safety. The use of colors should 
have a functional purpose and definite 
meaning, but caution should be exercised 
to see that a colored paint is not sub- 
stituted for a needed guard. Painting 
schedules may be planned to allow a re- 
paint job on all surfaces about once every 
three years. 

All floors should be kept clean, and as 
dry as possible. Where wet processes are 
employed, floors should be well drained, 
or else dry standing places of some sort 
should be provided. Oil, protruding nails, 
splinters, holes, and loose boards are some 
hazards that should be eliminated. Sweep- 
ing and cleaning, which should be done, 
if possible, outside of working hours, can 
be kept to a minimum if proper pans, 
drains, and splash guards are installed 
around machinery to prevent spillage and 
drippage, and if exhaust systems are in- 
stalled to remove dust and small waste 
at the point of origin. Slippery surface 
conditions should also be corrected. Since 
the largest expense in floor care is labor, 
many companies have mechanized floor 
maintenance equipment for the sake of 
economy. 

The cleaning and maintenance of lights 
should be on a definite schedule; surveys 
have shown that most lights, because of 
lack of cleaning, ordinarily give only 
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about 50 per cent of their rated output. 
Lighting experts advise a cleaning at 
three-month intervals and a complete 
overhaul once a year. It has also been 
found that local high-intensity lighting 
around machines is inferior to a good 
general low-intensity layout. 

The foreman of each department 
should be in direct charge of housekeep- 
ing there, and should instill in his men 
the idea that housekeeping is a part of 
their job. However, this does not elim- 
inate the need for a regular inspection 
program by a central authority. Many 
plants use two- or three-men committees 
that have the authority to inspect any de- 


partment at any time. Such a committee 
should include an experienced operating 
man, an engineer, and a competent ama- 
teur photographer. It is surprising how 
effective before-and-after pictures can be 
in improving housekeeping. 

Any company desiring to maintain a 
good safety record will have to declare 
continuous war on poor housekeeping. 
An occasional grand clean-up will ac- 
complish little. Elimination of accident 
and fire hazards, conservation of space, 
time, material and effort, and improvee 
ment of employee morale can be achieved 
only by a planned, permanent program. 


—LELAND H. JoHNSON. Safety Maintenance © Production, September, 1952, p. 32:5. 


1 WORKED ron. | 
30 YEARS,AND 
ONLY HAD ONE 
ACCIDENT ! 
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—Courtesy of the National Safety Council 
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SIX STEPS TO INSPECTION MANAGEMENT. By 
J. M. Juran. Factory Management and Mainte- 
nance (330 West 42 Street, New York 36, 
N. Y.), November, 1952. Many plants em- 
ploying advanced production management 
methods have neglected to introduce modern 
inspection management to cope with the in- 
creasing complexity of today's inspection tech- 
niques. Organizing and operating a modern 
inspection department, the author believes, in- 
volves the application of six common-sense man- 


agement Rrinciples, which he discusses here. 


INDUSTRY'S STAKE IN SANITATION. By Don F. 
Copell. Modern Sanitation (855 Avenue of 
the Americas, New York 1, N. Y.), July, 
1952. Since dirt and disorder increase the 
cost of production and make work harder 
and more hazardous, management must be 
vigilant in its efforts to eliminate them from 


work areas. The author outlines a program of 
‘preventive sanitation which should be helpful 


in achieving this goal. Proper design of build- 


‘ing and machinery and education of employees 
‘in clean, orderly work habits are two major 


aspects of such a program. 


MODERNIZE OR FAIL. By Stanley Frank. Na- 


tion’s Business (U. S. Chamber Building, 
Washington 6, D. C.), October, 1952. Com- 
petition makes prompt replacement of obsolete 
capital goods a necessity for survival; yet 
many companies employ the crudest rules-of- 
thumb for determining the economically correct 
time for replacement. This article describes 
the work of the Machinery and Allied Prod- 
ucts Institute in developing formulas to lift 
replacement out of the realm of guesswork 


and put it on an accurate and objective basis. 


HANDLING IDEAS THAT SPEED PRODUCTION. 
Factory Management and Maintenance (330 
West 42 Street, New York 36, N. Y.), Au- 
gust, 1952. This article explains—and shows, 
in nearly a dozen photographs—how one manu- 
facturer keeps his materials moving smoothly. 
The Stone Container Corp. has special need 
of materials handling flexibility. since it must 
often handle short orders for products vary- 
ing greatly in size and bulk. A training pro- 
gram that prepares every shop worker to 
operate several machines, delivery trailers 
scaled to match customers’ receiving docks, 
and special techniques for handling heavy 
materials within the plant have helped to 
solve the problem. ' 


9 BASIC RULES FOR HANDLING PARCEL POST AND 
MAIL PACKAGES. Shipping Management (425 
Fourth Avenue, New York 16, N. Y.), Sep- 
tember, 1952. Should packages be addressed 
on more than one side? What is the difference 
between special handling and special delivery? 
Is there any good rule-of-thumb for deciding 
when a package should be sent by airmail? 
Answers to these questions, as well as advice 
on such matters as labels, delivery schedules, 
and zone numbers, are contained in this article. 


PURCHASING REPORTS TO MANAGEMENT. By 
E. H. Eisenhardt. Purchasing (205 East 42 
Street, New York 17, N. Y). June, 1952. 
An account of the activities of the purchasing 
department should be embodied in a formal 
annual report to top management, the author 
believes. As outlined in this article, a records 
system to provide a basis for the yearly report 
can be operated at little cost in time, and the 
data it provides, if presented to management 
in concise and intelligible form, may greatly 
help in long-range planning. 


DO YOU KNOW HOW WELL YOUR FACTORY IS 
PERFORMING? By P. O. M. Erickson. Manu- 
facturing and Industrial Engineering (73 Rich- 
mond Street West, Toronto 1, Canada), July, 
1952. This article describes a method—par- 
ticularly suited to factories producing a large 
variety of items in job lots—for keeping ac- 
curate tabs on the day-by-day operations of 
every department at modest clerical cost. The 
plan, which utilizes ratios comparing the dollar 
value of the standard labor in units produced 
with other factors, is described in consider- 
able detail and amply illustrated by charts. 


CONSIDER A GOOD INCENTIVE SYSTEM. By 
Frank C. Mattis, Jr. Iron Age (Chester and 
56 Streets, Philadelphia 39, Penna.), Septem- 
ber 11, 1952. By increasing «production, a 
good incentive plan can help to check infla- 
tionary trends and also contribute to the im- 
mediate prosperity of the firm that employs it. 
This article, which lists the essential principles 
of such a plan and outlines a procedure for 
its administration, emphasizes the importance 
of good labor relations as a prerequisite for an 
incentive program. Unless workers as well as 
executives fully understand its nature and 
purposes, any such plan is likely to fail, the 
author - declares. 
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Marketing Management 


USING INDUSTRIAL PUBLICITY FOR MAXIMUM SALES RESULTS 


To propuce a completed entry across 
the sales record of an industrial concern, 
four basic steps are required: creating an 
initial interest on the part of the potential 
buyer; developing this into a definite pre- 
ferential bias for the company’s own pro- 
ducts or services; closing the specific sale; 
and keeping customers “sold” between 
sales. 

Obviously, it is not possible to create 
and develop mass national and inter- 
national markets of thousands of poten- 
tial buyers on a strictly personal customer- 
salesman basis. It is here that industrial 
publicity can be so valuable; for if a 
company’s salesmen can be freed to de- 
vote their entire time and talents to clos- 
ing sales with prospective customers who 
have already been interested in the com- 
pany’s products, and with whom a 
definite preferential bias already exists, 
then the pre-selling odds in favor of 
producing a fine sales record have been 
raised to their practical maximum. 

Industrial publicity, as a member of 
the selling team, has a definite and im- 
portant assignment and can function in 
several ways, depending on the sales 
manager's analysis of the situation at 
hand. In line with tactical decisions, it 
can be assigned to: 

1. Push special lines by spreading the 
news about new products or new uses for 
established products in the business paper 
press, at shows and conventions, in sales 
meetings, at dealer meetings, to stock- 
holders, etc. 

2. Produce direct sales leacs and in- 
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quiries about new products or other 
product lines from customers who already 
buy some of the company’s products. 

3. Provide sales promotional data by 
placing in salesmen’s hands reprints of 
major publicity articles which have been 
endorsed by the editors of leading busi- 
ness papers, and which usually carry tree 
mendous weight with potential buyers. 

4. Explore new markets in territories 
or buyer areas where there is a definite 
need for educating and selling potential 
customers. 

5. Spark dealer enthusiasm by support 
ing their local selling efforts with aggres- 
sive publicity and local sales promotional 
activity. 

6. Go where salesmen can't by carry- 
ing the product story and company name 
into hundreds of thousands of potential 
buyers’ offices simultaneously. 

In practice, industrial publicity will 
rarely be assigned to perform any single 
one of these functions; more often, pub- 
licity functions will be combined to 
achieve several simultaneous objectives. 
Also, important long-range functions and 
objectives will usually be integrated into 
the program. 

Among the most effective applications 
of industrial publicity are new product 
stories for business papers, where the 
interest potential among readers appears 
to be the highest; “how to” stories; ex- 
clusive feature articles, conceived in 
advance to put across an important selling 
point to a particular readership ‘group, 
where editorial endorsement is a signifi- 


un 


cant sales booster; general newspaper 
articles, designed to probe the market 
potential among a large and heterogeneous 
public; press meetings; sales meetings, to 
coordinate direct selling activities within 
the company sales team; and dealer meet- 
ings, to spark dealer enthusiasm behind a 
particular selling effort. 

Though the power of industrial publi- 
city to produce direct sales cannot always 
be definitely proved, it is a rare instance 
when any type of publicity story can- 
not be credited with generating interest 
and response among potential buyers. For 
a variety of reasons, including desire for 
better service, desire for technical assis- 
tance, and desire for professional advice, 
potential purchasers are constantly search- 


uing the editorial pages of business papers 


‘for the names of companies that are 
Jeaders in their respective fields. 


—Lre Cox. Sales Management, November 10, 1952, p. 66:4. 


New-Product Hazards: A Check List 


Where problems of technique, applica- 
tion, and creative thinking are part of 
the selling picture, industrial publicity has 
no peer as a generator of direct sales 
leads which, if carefully and skilfully 
followed up, can turn into plus quantities 
on the sales record. This follow-up can 
be accomplished by: (1) direct mail or 
telephone contact with the potential 
buyer to uncover his needs quickly and 
offer immediate assistance; (2) form sales 
letters and product literature, when leads 
are vague or call for “complete infor- 
mation”; or (3) tipping off local sales- 
men and distributors—standard operating 
procedure with most sales departments. 
Where industrial publicity has generated 
customer interest and preferential bias for 
a particular product, emphasis cannot be 
too strongly placed on the necessity for 
personal contact to close sales. 


l} FOR THEIR OWN protection as well as that of others, companies contemplating the 
{4 introduction of new products should make use of a check list of the potential 
i hazards to property and personnel that may exist at some stage of its manufacture, 


storage, marketing, or use. Such a check list would include: (1) inherent hazards 
| that may affect plant or equipment, arising from flash points, corrosiveness, vapor 
pressures, or other physical qualities of the product or its component materials; 


| (2) toxicity of the product or materials which may affect workers; (3) dangerous 
| 


elements in the production process; (4) possibility that the public may be injured 
through use of or exposure to the product; and (5) possible hazards to property 
that may result from such product qualities as corrosiveness, solvent action, and 
discoloration hazards. 

—From an address by Jonn V. Grimacot before the American Society of Mechanical Engineers 


THE IMPORTANCE OF IMPULSE as a buying motive is shown by the fact that it 
accounts for one-fourth of consumer purchases, says a Toledo research organiza- 
tion. About one-half of all U. S. families, though, frequently plan to buy some- 
thing that costs $100 or more. Therefore, the researchers advise, sales promotion 
should be set up to whet the interest of both impulse and big-ticket buyers. 

—Advertiser’s Digest 11/52 
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FORECASTING SALES OF INDUSTRIAL PRODUCTS: 


ONE COMPANY’S METHOD 


Few Businesses are more severely buf- 
feted by business cycles than those sell- 
ing machinery and equipment to industry. 
Production of producers’ goods fluctuates 
more than that of consumers’ goods, and 
production of durable goods more than 
that of mnon-durable. Moreover, firms 
that manufacture most of their products 
for stock and, consequently, are faced 
with the added threat of fluctuations in 
dealer inventories, must also schedule pro- 
duction in anticipation of sales, fre- 
quently for many months ahead. In the 
very nature of things, these companies 
are forced to forecast; but, since they are 
often too small to employ trained econo- 
mists for the purpose, they must usually 
do without professional help. 

Our company, which employs about 
1,000 people, is in just such a position. 
The forecasting committee we have de- 
veloped includes representatives of the 
sales, manufacturing, and accounting de- 
partments, and its forecasting, while ad- 
mittedly less than perfect, is designed to 
ensure better deliveries to our customers, 
give the shop a more stable program to 
work on, and aid the treasurer in control- 
ling inventories and anticipating cash re- 
quirements. 

The 3,000 stock items that make up 
85 per cent of our sales are grouped into 
about 90 commodity lines. In each of 
these lines we set up a “sales pattern,” 
showing the distribution of sales within 
that line. This pattern, which is revised 
annually, is based mainly on average 
sales for the past three years, plus judg- 
ment. We keep track of total unit sales 
in each commodity line, month by month, 
and express these as percentages of our 
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base sales patterns. From this record of 
experience, our opinion of market condi- 
tions, and our view of the economic out- 
look, we then set up our forecast for the 
product line. Each month, for each of 
the 90 lines, we give the shop a desired 
rate of production for the next four 
months, based on forecast bookings and 
adjusted in terms of our actual stock posi- 
tion. Thus our forecasts are tied vety 
tightly and specifically to our operating 
procedures. 

The monthly forecast includes, in ad- 
dition to the changes in commodity line 
percentages described above, dollar esti- 
mates of gross bookings, cancellations, 
gross billings, and unfilled orders for each 
of the coming four months. Also, it com- 
pares actual with forecasted figures for 
past months and comments on the gen- 
eral economic outlook and on special 
company and competitive conditions. We 
also make an annual forecast for the pur- 
pose of setting sales quotas for the en- 
suing calendar year. 

The actual process of forecasting not 
only involves taking a good look at condi- 
tions within our own business and mar- 
ket but ultimately forces us to consider 
in order to get some glimpse of the gen- 
eral business future, problems of eco 
nomics and business cycles. The problem 
of economic forecasting can be approached 
from at least a dozen different angles; in 
our own forecasting, we try to consider: 
(1) the short-term (32-year) business 
cycle, based mainly on inventory fluctu- 
ations; the longest cycle, of perhaps 18 
years’ normal duration, based on fluctu- 
ations in investment in capital goods— 
of which housing is probably the biggest 
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single factor; (3) political and military 
prospects; and (4) all other possible fac- 
tors and approaches, including opinions of 
salesmen and customers, trade gossip, and 
the like. 

In applying the short cycle theory, we 
had noticed that our incoming business 
hit bottom and started up in the middle 
of 1949; thus, for some time, we had 
looked on the fall of 1952 as a possible 
“Jow point and planned several new prod- 
ucts for introduction during this period 
in an attempt to compensate. Actually, 
our bookings, seasonally corrected, hit a 
definite low point in February, March 
and April of this year and have since 
been rising. If our judgment of the re- 
cent turning point is correct, and if the 
short cycle runs fairly true to form, it 
_ act to support business through 

53 and perhaps into early 1954. 

‘We feel, however, that the longer- 
fange investment cycle is definitely de- 
clining. Its recent peak is difficult to 
I@eate with any great precision, especially 
since the cycle has been distorted by wars, 
but probably it was reached no later than 
1950. We expect a low point in this 
cycle somewhere between 1955 and 1960, 
and our opinion is reinforced by the fact 
that the low birth rate of 20 years ago 
and the recent unusually high rate of 
marriages must cause a substantial de- 
cline during the next few years in the 
formation of new families. Combining 


the predicted movements of the short and 
long cycles over the next few years leads 
to the conclusion that they will tend to 
offset each other through 1953, but that 
some time in 1954, when the short cycle 
turns down in conjunction with the fall- 
ing investment cycle, a substantial let- 
down may occur. 

With respect to forecasting price 
trends, we have been interested in a 
formula, developed by Mr. B. F. Lynip, 
Jr., of the California-Hawaiian Sugar 
Co., which relates the wholesale price 
index to the following six factors: public 
debt, private debt, size of the labor force, 
index of industrial production, steel ca- 
pacity, and the price of gold. Studying 
the Lynip system and attempting to apply 
it has forced on us the realization that 
prospective increases in governmental 
debt will be far less potent as inflation- 
ary forces than they were 10 years ago, 
and prospective increases in productive 
capacity more potent forces for deflation. 

It might be suggested, in conclusion, 
that whoever forecasts for a manufac- 
turer must be willing and able to make 
specific forecasts and to stand by them. 
At the same time, he should keep on the 
alert for every possible source of infor- 
mation that may help to correct his posi- 
tion. His customary attitude should be 
one of outward confidence and inward 
doubt, and one hand should always firmly 
clutch a rabbit’s foot. 


—From an address by Donatp E. Gates (Director of Market Research, Dodge Manufacturing 
Co.) before the Pittsburgh Sales Executives Club. 


JUST HOW HONEST is advertising? The Federal Trade Commission has an answer 
to this question—and it’s a favorable one: In the fiscal year ending June 30, 1952, 
F.T.C. staff members reviewed 636,096 advertising messages, including radio and 
TV commercials; of this number, 24,416, or about 3.8 per cent, were set aside as 
objectionable. In other words, the F.T.C. was saying that 96.2 per cent of the 
advertising it checked was honest and factual. 

—Advertising Newsletter (U. S. Chamber of Commerce) 11/52 
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America’s Growing—Is Your Business? 


Topay that tired and busy stork, if he keeps to schedule, will deliver 10,501 live 
babies in America. Today that sad and ruthless old man with the scythe will cut 
down 4,074 of our people. Today 85 people will emigrate from our country and 
720 will migrate into it. Our net increase in population today will be 7,062. This 
month it will be well over 200,000. In fact, during the month of July it increased 
by 254,000. That is equivalent to adding a Miami or a Providence in a month. 

Census Bureau projections of our population published in August, 1950, estimated 
our 1960 population at 169,000,000. That estimate has already been revised 
upward to 171,000,000. We shall have 21'4 million more residents and con- 
sumers by 1960; that means one and one-half Canadas added to our population in 
10 years. Our estimated population by 1975 is 193,000,000; that means three 
Canadas more than in 1950. 

These figures emphasize the tremendous growth ahead for our still adolescent 
economy and raise an important question for market planning: Is your business 
getting ready to meet the challenge of 21'42 million more customers by 1960? 

—Vercit D. Reep in Printers’ Ink 10/10/52 


Is Brand-Consciousness Growing Weaker? 


DRUGSTORE and gift shop customers have little inclination to ask for a product by 
brand name if its retail price is under a dollar, according to 928 retailers recently 
surveyed by the Associated Business Publications, New York. Fifty-seven per cent 
of customers, the retailers said, fail to specify brand no matter what the price or 
the nature of the item—as compared with 52 per cent four years ago, when the 
first ABP survey was made. 

Four out of 10 customers ask the dealer's recommendation on products, no matter 
what the product or price range, and 6 out of 10 follow his advice. 

In the survey, retailers were asked what percentage of sales on national brands 
were influenced by displays. Answer: feature window displays, 38.3 per cent; large 
displays, 31.3 per cent; feature counter displays, 31 per cent. Displays of all types, 
the ABP concluded, have a direct influence on about one-third of all sales of nation- 
ally branded merchandise by all types of dealers. 

—Sales Management 11/1/52 


The Trend to Night Openings—Retailers’ Stampede? 


A RECENT SURVEY by the National Retail Dry Goods Association shows that of 258 
cities studied 83 per cent observe one or more night openings of department or 
specialty stores, as compared with 78 per cent in 1950. Cautioning against the 
chain effect of multiple night openings, the NRDGA commented that whether they 
really pay off or merely transfer business is yet to be demonstrated. The association 
urged local merchants to act collectively and undertake realistic and accurate ap- 
praisals of their customers’ shopping requirements, as well as of local business 
factors, before deciding on new policies. 

—Tide 9/26/52 
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18 WAYS TO CUT COST WHEN YOU BUY POINT- 
OF-PURCHASE ADVERTISING. By David Bland. 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), November 10, 1952. Unless 
they are planned and executed with great care, 
point-of-purchase advertising programs often 
turn out to be wasteful and inefficient. In this 
article, a veteran buyer of point-of-purchase 
displays examines the errors—such as over- 
buying for economy and hasty reordering of 
successful displays—into which advertisers may 
fall, and presents a checklist for an effective 
‘point-of-purchase program. 


TEN STEPS TO CHOOSING A NEW ADVERTISING 
AGENCY. By Ray Wiggers. Industrial Market- 
fmg (200 E. Illinois Street, Chicago 11, Ill.), 
July, 1952. In addition to suggesting criteria 
to be used in selecting an advertising agency, 
this article offers the advertising department 
executive some guides for establishing and 
— a successful relationship with the 
agency. 


ARE SUPER MARKETS NOW SUPER “GENERAL 
$rores’? By Lawrence M. Hughes. Sales 
Management, July 1, 1952. Traces the growing 
frend among super markets toward product 
iversification with such non-food items as 

ugs, cosmetics, housewares, liquor, clothing, 
toys, and books. The significance of this trend 
Gan be seen from one typical example: Super 
Markets have now captured 45 per cent of the 
flation’s toothpaste sales. This wholesale ex- 
pansion of the product line naturally brings 
With it certain merchandising problems, which 
the author also discusses here. 


MARKETING INITIATIVE AND PRICE POLICY. 
Cost and Profit Outlook (Alderson & Sessions, 
1401 Walnut Street, Philadelphia 2, Penna.), 
August, 1952. This article discusses the fac- 
tors to consider in determining prices when a 
firm launches a new product or attempts to 
accelerate demand for a product. The decision 


concerning the price of a new product, for 
example, is based in part on estimates of the 
elasticity of demand and the amount of money 
it will be necessary to spend on promotion to 
change consumer buying habits and attitudes. 


MORE MOVING ALL THE TIME. Business Week 
(330 West 42 Street, New York 18, N. Y.}, 
September 13, 1952. Housing booms and 
flourishing defense industries may largely ac- 
count for the fact, apparent from Census 
Bureau studies, that last year a record 30 
million Americans changed their places of resi- 
dence. This article, based on the Bureau's 
findings, analyzes recent U. S. migration in 
terms of rate, direction, and the actual composi- 
tion by age and occupation of the mobile 
groups. 


RESEARCH YOUR OWN SALESMEN—ASK 'EM 
HOW THEY DO IT. By William J. Tobin. 
Printers’ Ink (205 East 42 Street, New York 
17, N. Y.), April 25, 1952. While manage- 
ment spends millions on market and customer 
research, it seldom thinks of getting informa- 
tion from the person closest to the sale—the 
salesman himself. This source, the author be- 
lieves, can offer tremendously valuable advice. 
As evidence, he offers a list of 18 selling 
techniques which have been recommended by 
successful salesmen. 


INQUIRY SYSTEM ATTRACTS SALESMEN'S _IN- 
TEREST—AND SALES. By T. Z. Van Raalte. 
Industrial Marketing (200 E. Illinois Street, 
Chicago 11, Ill.), July, 1952. To insure 
prompt action on sales “leads,” the West Dis- 
infecting Co., a manufacturer of sanitation 
— developed a four-part form for re- 
erring advertising inquiries to field salesmen 
and checking results of their follow-up calls. 
The system has proved successful as a means 
not only of uncovering new prospects but of 
determining the effectiveness of the company’s 
advertising. 


SOME 36,000,000 AMERICAN FAMILIES will “pack up and move” this year, about 
20 per cent more than last year. At no time in history have so many families 
changed residences. The principal currents are to the South, the Southwest, and 


the West California and Texas areas. 


Added to this movement from state to state 


is the migration of “city people to that “little home in the suburbs,” no mean 


factor in the general trends. 


—Back Talk (J. M. Kesslinger & Associates, Newark, N. J.) No. 62 
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Financial Management 


INTERNAL REPORTS—TOO MUCH PAPER WORK? 


Is ORDER TO MAINTAIN and improve 
their business health during the next 12 
months or so, most firms will have to 
know exactly where they stand—in terms 
of costs, margins, quality, and efficiency. 
Fortunately, it is possible, by following a 
few ground rules, to minimize the irrita- 
tions and frustrations connected with in- 
ternal controls. 

First, don’t ask for data you don’t use. 
Executives operating with a limited statf 
tend to insist on more daily or weekly 
reports than they can possibly digest; and 
this attitude often filters down to the 
lower levels, with the result that operat- 
ing personnel spend almost as much time 
collecting figures as doing their main jeb. 
Current reports should be reviewed with 
the idea of eliminating all those which 
haven't been put to any practical use in 
three months or more. Facts still being 
compiled in a form that no longer meets 
current needs, and “temporary” reports 
that turned out to be permanent because 
management never set cut-off dates, are 
other things to watch for. 

Second, let clerks collect the figures. 
Though operating executives should carry 
final responsibility and should maintain 
interest in the figures, they ought not to 
carry the clerical burden. On the other 
hand, assigning the whole chore to the 
main office in order to minimize inter- 
ference with the operating jobs increases 
chances for error in transmission and com- 
plicates checking or verification. If some- 
one on the spot maintains the necessary 


records, the department in question will 
be more “figure-minded” and have fewer 
errors. 


Third, don’t send reports to people 
who aren't concerned. Important reports 
should be prepared with the receiving 
department or executive in mind; chief 
shipping clerks, for example, don’t need a 
full detailed copy of next week's produce 
tion schedule. A wise idea is to circus 
late a list of current reports periodically, 
so that executives can check those they 
wish to receive. 


Fourth, see to it that reports come in 
early enough to be of use. Reports with 
no immediate operating application are 
often turned out long before others that 
could be used immediately. Too, the 
bookkeeping department must be made ta 
recognize that absolute accuracy or come 
pleteness is not always required in these 
internal reports and that it is senseless 
to hold up budgets or cash and cost pros 
jections for a few minor entries. 

Fifth, make sure that the significance 
of each report is clear to the reader, 
Where executives insist on receiving fully 
detailed reports, each report should be 
preceded by a half-page summary of the 
few exceptional occurrences, so that the 
reader can spot the points that require his 
attention. A top sheet that summarizes 
the week-to-week or month-to-month 
trend and reflects its effect on the com- 
pany’s costs, margins, and cash position 
will increase the utility of the report. 


—Operations Report (Research Institute of America, Inc., 292 Madison Avenue, 
N. Y. 17, N. Y.), September 9, 1952. 
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Field Warehousing Gains in Popularity 


TODAY'S SHORTAGE of working capital has done a lot to popularize field warehousing 
—a method by which businesses that need more capital than their credit rating 
calls for can use inventory as collateral for loans. 

This type of collateral has become a good deal more popular in the last few 
years because many business concerns are doing a larger volume of business and 
consequently need more working capital. 

Normally, banks hesitate to loan on inventory left in the possession of the 
borrower. Thirty or 40 years ago it would have been necessary for the borrowing 
firm to put its inventory in a public warehouse, in the possession of a disinterested 
third party, and give the warehouse receipts to the bank as collateral; today, how- 
ever, the firm can set up a “public warehouse” on its own premises, with the mer- 
chandise in custody of a field warehouse company, and borrow the money it needs 
on the field warehouse company’s receipts. Though there are still plenty of banks 
that won't grant loans on this basis, the number that do seems to be rising. 

Here's how a field warehouse setup works: If the bank is willing to make a 
loan on this basis, a field warehousing company checks over the borrower's premises. 
It establishes a warehouse there, keeps it locked, or guarded in some other way, 
and posts signs to show that the property inside is in possession of the warehouse 
company. 

Back in 1941, the National Bureau of Economic Research concluded from a 
survey that there were about 5,000 field warehouses in the United States, con- 
taining between $25,000 and $100,000 worth of merchandise. The average bank 
loan on this type of collateral was estimated to be around $40,000. Today, field 
warehouse people estimate that there may be as many as 9,000 or 10,000 field 
warehouses in the United States. On the assumption that the value of mer- 
chandise in these warehouses has doubled—in keeping with the rise in prices— 
since 1941, today's average loan figure would average $80,000, and the total out- 
standing loan volume would be $800 million. 

The advantages of field warehouse loans have to be balanced off against their 
high cost. Banks usually charge higher rates on them than on unsecured loans— 
partly because the borrower's credit rating is lower, and partly because there is 
some extra paperwork involved. Rates lately have ranged from 4 to 6 per cent, 
with finance companies’ and factors’ rates usually running higher. 

—Business Week 8/9/52 


Inflation-Proof Bonds Offered Employees 


THE CHRISTIANSEN CORPORATION of Chicago has a unique bond issue for sale to its 
employees. The bonds have an original face value of $100, but their redemption 
value will be tied to the Consumer's Price Index. The value of the bonds will be 
recalculated semi-annually with a ceiling of $150 and a minimum of $100. Interest 
at 41/4, per cent will be paid on the adjusted value. Employees may purchase the 
debentures with cash or through an installment payroll-deduction system. 

—News Briefs (Edwin Shields Hewitt and Associates) 8/52 


JOKES ABOUT WOMEN struggling with the family checkbook may be just masculine 
propaganda. Nation’s Business notes that women bank employees now outnumber 
men 55 per cent to 45, according to a survey by the Association of Bank Women. 
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THE CARE AND FEEDING OF CORPORATE STOCKHOLDERS 


For FAR TOO many years, management 
held aloof from intimate and friendly 
contact with the people who furnished 
the money to put, or keep, the company 
in business. During this period, which 
might be called the Dark Ages of stock- 
holder relations, the attention paid to 
an inquiring stockholder was in propor- 
tion to the number of shares he held. The 
communication of information about the 
company was held to a minimum; and 
the annual report was a forest of figures 
through which roamed elongated sen- 
tences, growling the unintelligible words 
of primitive accountancy. The.atmosphere 
was the fusty air of the counting room. 

Then, not so very long ago, a new 
light began to dawn on stockholder re- 
lations. It is still dawning; on all sides, 
there is a growing fund of evidence that 
the problem of stockholder relations is 
being approached as it should be—as a 
problem in human relations. 

The common, or garden, variety of 
stockholder is a solid American citizen 
who buys a piece of a corporate business 
in the belief that it will make his future 
and his station in life more secure. More 
and more, it is this man—the average 
American stockholder with one, or a 
dozen, or a hundred shares of stock— 
whom management is trying to reach. 
The reason is simple: While his proxy 
adds little to the total vote for the com- 
pany’s management, this ordinary small 
stockholder carries as much weight on the 
scales of public opinion as the owner of 
10,000 shares. His good opinion may be 
worth more to the firm than its stock is 
to him; for business today needs all the 
favorable public opinion it cam get. 

Any stockholder relations program 
starts, of course, with management's busi- 
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ness philosophy. If management can see 
itself in the role of a trustee who must 
work in the interest of all the owners 
of the company, then it is ready to use 
all the means of communication that are 
at hand. First, though, a study of the 
stockholder list will reveal much valuable 
information: geographical distribution of 
holders, areas of concentration, sex of 


_owners, family holdings, proportion of 


brokers and nominees, trend of invest- 
ment by institutions and investment 
trusts, areas of activity, and many other 
potentially important data. 


Now let’s look at some important 
stockholder-relations tools: 


The welcome letter. This is the com 
pany’s first chance to recognize the news. 
comer, and if it carries a note of real 
sincerity it will give him the feeling of 
being “wanted.” 

The annual report. In spite of thorough 
and repeated discussions of this point, 
some companies still obscure the facts of 
their business year in language that only 
the professional stockholder or accountant 
can understand. It should be remembered 
that the professional, being human, can 
understand simple language too. 

Quarterly letters. These should be 
written understandably. Pictures, short 
paragraphs, and simple language may 
keep them out of the wastebasket long 
enough to be read. 

The proxy statement. This doesn't have 
to be ponderous. The same rules apply 
here as in any other form of friendly 
communication. 

The annual meeting. Few can attend, 
but those who do should be made wel- 
come and treated as joint “owners” of 
the business. Even the professional heckler 
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can be favorably impressed by a benevo- 
lent but firm chairman. 


The post-annual-meeting report. This, 
an important means of keeping even the 
more remote stockholder up to date on 
company decisions, can also be used to 
acquaint stockholders with the effects of 
regulation, the outlook for the coming 
year, new financing, and other items of 
major interest. 


Regional stockholder meetings. These, 


' while they do not usually reach the mass 


of stockholders, do provide publicity 
springboards for communication with the 
public and with other stockholders. 


The “open house.” Some companies 


that conduct plant tours for groups of 


stockholders have found this technique 


quite effective, although the number of 
' stockholders it can reach is limited. 


It is good practice, incidentally, to 
answer letters of inquiry from_ stock- 
holders within 24 hours—and to give 
definite answers to questions. Some com- 
panies make a practice of answering the 
“irate” stockholder by a telephone call 
to his home or office. Such personal at- 


tention usually mollifies him, and some- 
times makes a staunch friend. 

The fact that corporate officers tcday 
cannot possibly know all their stock- 
holders personally does not mean that 
some efforts cannot be made in this direc-' 
tion by company officers. The secretary 
of one large utility holding company, who 
has called upon and talked to virtually 
every stockholder who holds a thousand 
shares or more of the company’s stock, 
as well as many others holding lesser 
amounts, says that in this activity, as in 
all human relations, sincerity is the key- 
note. His campaign has been highly effec- 
tive in getting the interest and the voting 
participation of the stockholders. 

The most valuable device for good 
stockholder relations is not a device at 
all, but something that lies in the very 
hearts of people in management. It is 
the sincerity they bring to the affairs 
that are entrusted to them, and the real- 
ization that while most American stock- 
holders like to feel they “belong to the 
firm,” the firm—and its management— 
really belongs to them. 


—Da ce Parker. Public Utilities Fortnightly, November 6, 1952, p. 689:7. 


| Survey Reveals Objections to Renegotiation 


¢ RENEGOTIATION TODAY is “a guessing game” for the majority of 176 companies 
covered in a recent survey, says a Conference Board report. Over 95 per cent of 
the firms reported that, though they have renegotiable sales, they do not know 
as yet whether, under the Renegotiation Act of 1951, their profits on these sales 
will be labeled excessive or not; whether they will be asked to make refunds on 
renegotiable sales; or whether renegotiation will be administered more fairly than 
it was during the last war. 


Almost 100 per cent of the companies surveyed maintain that renegotiation, as 
far as they are concerned, should be done away with “in peacetime.” They justi- 
fied this position on the following grounds: 

1. Permitting the competitive market to function would, in most cases, eliminate 
the possibility of excessive profits. 

2. Separating renegotiable sales from nonrenegotiable sales is almost impossible, 
especially where government business is only a fraction of total sales. 
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3. Refunds are too small to justify the effort and time spent by renegotiators 
and business executives. 

Most of the firms covered in the survey expect to have a larger volume of 
renegotiable business next year than they had in 1951 and 1952; some estimate 
that renegotiable sales may be twice those of 1951. 


Is Renegotiation a Guessing Game? — The Board Replies 


THE PROBABLE RESULTS of renegotiation need not be a mystery to the companies 
concerned, according to a statement by the chairman of the government's Renegotia- 
tion Board, John T. Koehler, in reply to the Conference Board's report on industry 
attitudes toward renegotiation. 

“The companies referred to in the report,” he said in part, “seem to be keep- 
ing themselves needlessly in the dark as to the effect renegotiation will probably 
have on their operations. Between the end of a contractor's fiscal year and the 
completion of renegotiation, experienced accountants can usually foretell the result 
of renegotiation closely enough to show the company’s true financial condition. 
However, many companies do not permit such predictions to be made because of 
the curious idea that if a company’s financial statement shows an anticipated 
reserve for renegotiation, this amount will be a ‘mark to shoot at’ for the renegotia- 
tors. Since the Renegotiation Board has promised in its published regulations 
that such reserves will not be considered in determining refunds of excessive 
profits, it is obviously not the Board which is keeping management from knowing 
whether their profits will ‘be labeled excessive’ or “whether they will be asked to 
make refunds... .” 

“It is difficult to understand the repeated reference by the authors of the report 
to the present state of affairs as ‘peacetime.’ Until our forces are no longer 
engaged in combat, we believe that the public will demand that all steps possible 
be taken to assure that there will be no profiteering, even if the amounts actually 
recovered in renegotiation seem small.” 


Eighteen-Year-Old Profit-Sharing Plan 


PROFIT SHARING has been going on since 1934 at the Sheaffer Pen Co., Fort Madi- 
son, Iowa. To date, the company has paid out more than $9 million to employees 
in profit-sharing payments; in the year 1950, these represented the equivalent of a 
27 per cent increase in wages for employees. 

Quarterly profit-sharing payments bring the Sheaffer plan to the constant atten- 
tion of employees. Another feature of the plan is a monthly examination by em- 
ployees of profits and sales; an employees’ council, elected from the various depart- 
ments of the plant, meets each month with Sheaffer's president, who presents to 
the group a monthly balance sheet, reviews sales for the past month, and indicates 
probable sales trends in the future. 

The company finds that this open approach has fine human relations results. It 
makes the employees feel their importance in the total operation and results in good 
levels of productivity, particularly in busy periods. The results of the plan have, 
in fact, been so outstanding that Sheaffer installed the plan in its recently estab- 
lished Canadian plant even before the initial investment had been returned, and 
in a period when a rise in the Canadian dollar had resulted in reduced sales. 

—Plant Administration 10/52 
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1951 Taxes Take $412 Per Person 


A RECORD TOTAL OF $63.6 BILLION IN TAXES, equal to more than a fifth ot the 
national income, was exacted by federal, state, and local governments in the fiscal 
year ended June 30, 1951; and 1952 estimates place the total at $80 billion, the 
Guaranty Trust Company's monthly summary of business says. 

The 1951 tax burden was $412 per capita, or about $2,060 for a family of five. 
That compares with $336 per capita in 1950, $154 in the early stages of the 


Second World War, and $80 in 1927. 


In 1951, 72 per cent of total taxes went to the Federal Government, as against 
an approximate 30 per cent before World War I. 


—Journal of Commerce 9/30/52 


Also Recommended « « « 


THE INCOME TAX COLLECTOR LOOKS AT PLANT 
PROPERTY. By B. L. Gough. Purchasing (205 
East 42 Street, New York 17, N. Y.), No- 
vember, 1952. The accounting procedures a 
company employs in handling plant property 
and equipment values can have a decided 
effect upon the amount of income tax it will 
be called upon to pay. Quoting, in several 

of the Treasury 


article covers in question-and-answer form some 
typical problems relating to depreciation, im- 


" provements, losses, and paper profits. 


_ FINANCIAL ORGANIZATION FOR “MANAGEMENT 
EXCEPTION.” By F. R. 


M. de Paula. The 
Journal of Accountancy (270 Madison Avenue, 
New York 16, N. Y.), September, 1952. Under 
“management by exception,” which calls for 


executive action only when operations depart 


from plan and, consequently, depends on im- 
mediate and exact reporting of current finan- 
cial data, heavy demands and responsibilities 
are laid on the accounting organization. This 


‘British view of the resulting problems con- 


siders, among other things, the position of the 
internal auditor, the nature of practicable 
financial reports, and the relationship of branch 
accounting personnel to the branch manager 
and accounting headquarters. 


THESE COLLECTION LETTERS IMPROVE SALES. By 
Gerard J. Carney. Printers’ Ink (205 East 42 
Street, New York 17, N. Y.), September 19, 
1952. On the theory that collection policies 
can have a strong influence upon sales, a Day- 
ton firm has developed a series of collection 
letters designed to accelerate payment and at 
the same time, build customer good will. The 


812 


fifth and key letter of the series, written by 
the sales manager to the delinquent dealer in 
confidential, personal style, gives the request for 
payment new force by unexpectedly reminding 
the dealer that he still has a friend in the 
creditor firm. All letters in the series are 
quoted in full. 


OCCUPATION AND RISK: THE OCCUPATIONAL 
CREDIT PATTERN. By Robert S. Hancock. 
Current Economic Comment (Bureau of Eco- 
nomic and Business Research, College of Com- 
merce, University of Illinois, Urbana, Ill.), 
August, 1952. While occupation alone is not 
a rational basis on which to offer or withhold 
retail credit, it can, believes the author, serve 
as a guiding factor in determining the extent 
of credit investigation that is desirable in a 
given case. This article discusses a credit relia- 
bility rating of 42 occupations that was obtained 
from the responses of 101 retail stores and 104 
credit bureaus covered in a recent survey. As 
might be expected, regularity of income and 
better utilization of income characterize the 
higher-ranking occupations. 


BEHIND THE BALANCE SHEET. By J. L. Collard. 
Business Management (100 Simcoe Street, 
Toronto 1, Canada), September, 1952. An 
analysis of the role of the internal auditor in 
business makes it clear that his services to 
management far exceed in comprehensiveness 
those rendered to corporate shareholders by the 
external auditor, or public accountant. The 
author believes, further, that the nature of the 
internal auditor's function logically requires 
that he should report to an elected officer of 
his company rather than to a controller. 
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Insurance Management 


REINSURANCE: KEY TO EFFECTIVE LARGE-RISK COVERAGE 


Is Recent years, many concerns have 
had very large business risks to insure. 
Some of these risks are so great that they 
cannot be accepted in whole by one in- 
surance company, and in many cases not 
even by a number of insurance companies. 
The result is necessarily a piecemeal par- 
celing-out of such risks to a large num- 
ber of companies, with accompanying 
confusion and expense. 

One possible solution is for the con- 
cern to enter into a contract with one 
or with each of a small group of Ameri- 
can insurers, with an understanding with 
the insurer that it will retain all the risk 
that can safely be retained and reinsure 
the remainder with other insurance car- 
riers, both American and alien. This 
procedure would result in uniform cov- 
erage, the streamlining of renewal ar- 
rangements, and the smoother adjustment 
and settlement of claims. It might also 
result in a reduction in litigation of claims 
under insurance policies because, first, 
the number of policies on which actions 
could be brought would be reduced and, 
second, the areas of dispute that pres- 
ently exist would be diminished by the 
reduction in the number of parties who 
participated in the placement of thz cov- 
erage. Over a period of time, a reduction 
in disputed claims would mean lower 
cost for the insurer and lower pre niums 
for the insured. Also, the plan outlined 
would encourage in no small way the 
traditional desire of insurance economists 
to spread risks on an international basis. 

Some of these advantages, it is true, 
can be gained by the formation of pools, 
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by insurers’ insuring under one policy, 
or by the issuance of one policy that is 
followed in its terms, conditions, and set- 
tlements by other carriers; yet none of 
these procedures have thus far duplicated 
the advantages of one contract between 
the assured and the direct carrier or car¢ 
riers covering the entire risk. 

The net result of this plan for insuring 
large risks is that through the execution 
of one contract the entire risk can be 
placed with one or a small group of ins 
surers, who will serve as a conduit for 
transferring substantial portions of that 
risk into the reinsurance market; and that 
greater coverage may very well be prov 
vided the insured at less expense and with 
adequate protection to both insured and 
insurer. 

Since improvements in insurance nor 
mally result from the needs and, indeed, 
demands of informed assureds, it is dif- 
ficult to understand why assureds nor- 
mally take so little interest in the reine 
surance practices of their insurers. An 
assured normally has no privity of cone 
tract with the reinsurance carrier and 
therefore has no direct action against him 
in the event of loss. Since the assured 
looks to the primary carrier alone for pay- 
ment of loss, there can be no doubt that 
the financial stability and the soundness 
of the underwriting practices of the direct 
carrier are of importance to the assured. 
However, the recovery of the assured in 
the event of bad experience may be de- 
pendent on the ability of the reinsurer to 
pay his losses. Also, since very few 
states have regulations to prevent insol- 


813 


; 
4 
‘Gal 
i 
| 
| 
; 
\ 
\ 


| 


vency and keep insolvent companies from 
doing business in the reinsurance area, a 
reinsurer may not conform to any state 
statute regarding solvency. In fact, the 
entire question of reinsurance in relation 
to solvency of insurance carriers is seri- 
ous enough so that any firm adopting the 
plan described would be well advised to 
call upon legal counsel to investigate re- 
insurers and reinsurance contracts. 
Because of the increasingly complex 
management problems confronting indus- 
try today, many concerns have found 
that they can best be served by fully in- 
tegrated insurance departments. The in- 
surance department of Standard Oil Com- 
pany (Indiana), for example, operates 
with a complete underwriting staff, which 


_ includes life and casualty actuaries, engi- 


neers, analysts, statisticians, etc. It as- 
certains the risks to which the firm is 
exposed, analyzes them, and sets up the 
basis for adequate protection, either on 
an insured or a self-insured basis. If 
needed insurance coverage is not avail- 
able under a standard form of contract, 
the department undertakes to draft a 
preliminary contract accurately describing 
the risk and the property to be covered 
and to develop and calculate premium 
costs before a market is developed for the 
coverage. With the information and rec- 
ords the company has at its disposal, it is 
able to calculate approximately what the 
cost of its risk has been to the direct in- 
surer and what may be anticipated as the 
cost to the direct insurer during a re-— 
newal period. 


: —C. Henry Austin. The Weekly Underwriter, September 27, 1952. 


Auto Hazards Rise Sharply in Winter 


FATAL ACCIDENTS on icy roads during 1951 reached a new high, over 92 per cent 
above the previous year's total, according to a report compiled by a leading insur- 
ance company. An analysis of the fatalities indicates that a variety of factors 
io which contributed to unsafe road conditions are still operating to turn the nation’s 
roads and streets into death traps for unsuspecting drivers and pedestrians. 


The Highway Safety Committee reports, for example, that 58 per cent of post- 
war Cars require attention to one or more of their parts affecting safe operation. 
With pre-war cars, the situation is even more serious: 86 per cent of these need 
corrective safety attention. All told, one out of every three cars on the road should 
have some work done on it to insure maximum safety. 


: In addition, drivers themselves are at fault because they fail to take greater 
i” precautions in driving during and after sleet and snow storms. Even experienced 
‘ drivers don’t often realize that stopping distances on packed snow are about three 
times normal without chains, and two times normal with chains. The common 
habit of following another car too closely contributes heavily to the toll of dead 
and injured every year. 

—Safety Maintenance & Production 12/52 


ESTIMATES published by life insurance actuaries show that out of 1,000 men who 
are now 65 years old and who own annuities, 500 will live to be 80 and 100 will live 
beyond their ninetieth birthday. By the time today’s generation of men and women 
now in their thirties and forties reaches retirement age, experts believe, even 
more people will live into their eighties and nineties. 

—Insurance Advocate 7/19/52 
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Accident Rate—and Insurance Rates—Highest Among Small 
Plants 


SMALL PLANTS are the most dangerous in which to work, recent studies have shown. 
Having by far the highest accident-frequency rates in industry, they pay the 
heaviest insurance rates. Furthermore, the smaller the company, the worse its safety 
record usually is. The shocking accident record of smaller firms is well known to 
safety experts who are familiar with such statistical blemishes as these: 


Some 1,200,000 disabling injuries occur every year in plants employing und- 
100 workers, and their accident frequency rate, the real index to plant safet 
two and one half times higher than that of large companies. 


More than two-thirds of all industrial injuries occur in businesses with 
than 100 workers. The comparison with larger firms is even more striking wt 
it is recalled that a number of large companies have actually experienced 10 or 15 
million consecutive man-hours without a lost-time injury. To equal even a one 
million man-hour record, a business with 100 workers would have to go five years 
without an accident, and a firm with 50 employees, a full 10 years without an 
accident! 

Currently, however, there is a major drive afoot to sell small firms on the 
benefits of a systematic safety program, and one of the principal vehicles by which 
the drive is being carried out is the trade association. The U. S. Brewers Founda- 
tion, for example, has, in six years of energetic safety education, enabled its mem- 
ber firms to cut accident frequency rates exactly in half. One brewer reports that 
he has saved $1 million in insurance costs during the six-year period! And the 
Associated General Contractors, which has been similarly plugging for safety on 
the job among member firms, reports that its members have so improved their 
accident frequency rates that insurance compensation rates have dropped from 
$7.50 to $1.50 per $100 payroll. 

Stemp in Commerce 11/52 


Three Out of Four U. S. Families Own Life Insurance 


SEVENTY-SEVEN PER CENT of all United States families own life insurance today, 
according to an Institute of Life Insurance analysis of figures obtained in a 1952 
survey made at the University of Michigan for the Federal Reserve Board. 

The 10 Middle Atlantic and New England states, combined, account for more 
than a third of U. S. life insurance; moreover, in those states 86 per cent of all 
families owned some life insurance last year. Families of the Middle West, includ- 
ing both the East North Central and West North Central states, reported 79 per 
cent ownership; Southern families, 69 per cent; and Western families, 74 per cent. 

Life insurance ownership was found to be more widespread as income increased. 
Families with incomes under $1,000 reported 46 per cent ownership, and those 
with incomes of $5,000 or more reported 93 per cent ownership. Other income 
groups were listed as follows: $1,000 to $1,999 incomes, 60 per cent; $2,000 to 
$2,999 incomes, 76 per cent; $3,000 to $3,999 incomes, 85 per cent; and $4,000 to 
$4,999 incomes, 91 per cent. The amount put into life insurance premiums an- 
nually also increased in direct relationship to income. 

Community size, possibly also a reflection of income variation, is another factor 
closely related to the spread of life insurance ownership. In metropolitan areas, 
the survey showed, 84 per cent of the families owned life insurance; in cities of 
50,000 to 600,000, 83 per cent; in towns or cities with 2,500-50,000 inhabitants, 
81 per cent; in towns under 2,500, 73 per cent; and in open country, 61 per cent. 

—Journal of Commerce 11/13/52 
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Tie Hazarp most often overlooked in 
planning insurance programs, according 
to professional insurance brokers, is fire 
legal liability for property in the tenant's 
care, custody, or control. Less than 1 per 
cent of all tenants carry such coverage, 
even though under certain conditions they 
may be held legally liable for fire damage 
and be forced to reimburse either the land- 
lord or his insurance carrier for the 
amount of the loss. 

Many insurance agents, and most in- 
‘sureds, do not clearly understand where 
fire legal liability differs from standard 
property damage liability. Actually, the 
distinction is fairly simple: Where it is 
determined that the tenant is responsible 

or the fire, the standard third-party prop- 
erty damage liability policy will generally 


Pay for any portion of the property that 


the tenant does not lease or rent; but it 
will not reimburse for damage to property 
his care, custody, and control. Ob- 
viously, the mere fact that a fire starts in 
your plant does not mean that you are 
Doble: it would have to be established 
that the fire arose from your negligence 
or that of your employees. There are, 
owever, many ways in which you could 
be held negligent. 

Prior to 1948 there were several claims 
and judgments for fire legal liability, but 
in that year court action following on the 
General Mills fire clearly outlined the 
fact that a tenant can be held liable for 
fire damage resulting from his negligence. 
This and other cases created a demand 
for some form of insurance protection 
which resulted in the development of 
several methods for providing coverage. 
The following solutions involve no addi- 
tional premium: 


1. You may be named as an additional 
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FIRE LEGAL LIABILITY: ARE YOU COVERED? 


insured under the landlord's policies. 
There have been no court decisions on 
this, but most attorneys agree that neither 
the landlord nor the insurance company 
can collect from you if you are an insured 
and a party to the insurance contract. 


2. You may request that the landlord's 
insurance carrier amend the subrogation 
clause in his policies to exclude claims 
against you. In many cases, however, in- 
surance companies will not waive subroga- 
tion rights for underwriting reasons; 
sometimes, too, state insurance laws may 
not permit it. 

3. You may have your lease reworded 
to exempt you from liability for fire 
damage. If such a waiver is made after 
the landlord's fire insurance has taken 
effect, it will be necessary to notify his 
insurance company and obtain its consent. 

All these methods would require cer- 
tain concessions by your landlord. If he 
is unwilling to make them, you may 
either: 


Buy—at a rate usually less than that 
for straight fire insurance—fire legal liabil- 
ity coverage from a regular fire insurance 
company covering the portion of the 
premises you rent or lease; or 

Add fire legal liability coverage to your 
standard public liability and property 
damage policy by an endorsement which 
eliminates the “care, custody and control” 
exclusion with respect to fire damage. The 
rate may be as low as 25 per cent of 
the 80 per cent co-insurance fire rate 
applying to the building; but many liabil- 
ity companies do not write this coverage, 
and you may be unable to obtain it from 
your liability carrier. 

Since the losses involved in fire legal 
liability claims are often large enough to 
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put the average industry out of business, torney and insurance agent. If he is one 
or even into bankruptcy, any executive of the 99 per cent who do not carry fire 
who leases or rents his place of business legal liability coverage, it is time for him 
should check his coverage with his at- to obtain this protection. 

—Wiuuiam W. McCay. American Machinist, November 24, 1952, p. 158:20. 


300 Per Cent Rise in Consumer Credit Insurance Seen 


CONSUMER CREDIT INSURANCE, which pays off loans or installment debts in the 
event of the debtor's death, illness, or injury, will rise 300 per cent within the next 
10 years, Cecil Woods, president of the Consumer Credit Insurance Association, 
declared recently. He based his prediction on the expansion of consumer credit and 
the growing demand for security on the part of credit users. 

Fifteen million Americans took out consumer credit insurance in 1951, covering 
payments of their personal loans or installment debts in the event of their death 
or disability. The life coverage alone amounted to $5 billion of the $20,610,000,000 
total consumer credit outstanding. 

Consumer credit insurance now accounts for 15 per cent of all life insurance 
written annually, but while the total of all life insurance dropped 6 per cent below 
1950's volume in 1951, credit life insurance jumped 40 per cent over its 1950 total. 

—Insurance Advocate 6/7/52 


85 Million Private Health Policies 


MORE THAN 85,000,000 AMERICANS—well over half the nation’s population—now 
have voluntary hospital insurance, and many others have surgical and medical 
coverage, the U. S. Chamber of Commerce reports. 

Voluntary health insurance programs have multiplied rapidly since 1940, when 
the controversy over state-sponsored medicine was at its height. At the same 
time, there have been improvements in the quality and adequacy of these benefits. 

The report shows that a total of 85,991,000 had hospital insurance in 1951, as 
compared with only 12,312,000 in 1940, a growth of nearly 700 per cent. Surgical 
insurance covered 65,535,000 in 1951, an increase of 1300 per cent over the total 
of 5,350,000 in 1940, while medical expense coverage increased from 3,000,000 in 
1940 to 27,723,000 in 1951, a growth of nearly 900 per cent. Figures gathered - 
by the Health Insurance Council show that the trend of the last decade is con- 
tinuing. 

° —Washington Report (U. S. Chamber of Commerce) 9/19/52 


Raised Group Insurance Rates Justify Change of Carrier 


THOUGH MANAGEMENT MAY NOT ordinarily revise an insurance plan without con- 
sulting the union that represents its employees, it can legally make a unilateral 
change of carriers if insurance rates are raised in the middle of a contract term, says 
the General Counsel of the NLRB. 


An NLRB regional director's refusal to issue a complaint was upheld in just 
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such a case by the General Counsel. 


When an insurance firm raised its rates 


and refused to continue the group insurance plan at the old rates until the union 
contract could be reopened, the company in question secured substantially the 


same coverage from another carrier. 


Since the reasons for the switch were 


explained to the union, and the company offered to discuss the matter, the General 
Counsel decided that the company had acted in good faith. 


_Also Recommended « « 


—Labor Policy and Practice 10/16/52 


KEY MAN INSURANCE—IT'S HOT! The Insur- 
ance Index (900 Baxter Avenue, Louisville 4, 
Ky.), October, 1952. This article, reprinted 
| from the house publication of the American 
) National Life Insurance Co., describes some of 
‘the tax advantages connected with key-man 

insurance. Paid out in installments to the key 
_man’s widow over the two years following his 

death, the whole face amount of the policy 

'will usually be tax-deductible for the employer, 
and the saving thus realized will more than 
compensate for the earlier tax expense of the 
)non-deductible premiums. 


VIBRATIONS AND YOUR CLIENT. By Rev. H. F. 
‘Birkenhauer, S.J. The Casualty © Insurance 
‘Journal (60 John Street, New York 38, N. Y.), 
Vol. XIII, No. 3. An account of the pro- 
fessional seismologist’s role in’ measuring nat- 
‘ural and artificial vibrations and helping to 
avert damage or loss from blasting, punch- 
press and drop-hammer operations, and other 
processes involving pressure and vibration. The 
‘article emphasizes the advantages of foresight 
where possible vibration damage is concerned 
and recommends that the vibrations con- 
sultant should be called in before, rather than 
after, the protection job is undertaken. 


PENSION PROFIT-SHARING TRUSTS—AD- 
MINISTRATIVE FUNCTIONS OF A COMMITTEE. By 
Frederick E. Donaldson. Trusts and Estates 
(50 East 42 Street, New York 17, N. Y.), 
October, 1952. Based on a study of pension 
and profit-sharing plans covering approxi- 
mately one million employees, this article is 
concerned with the basic questions that usually 
come before a board or committee administer- 
ing pension and profit-sharing trusts, and the 
general powers and duties of such committees. 
It is important, the author believes, for the 
administration of the plan to be largely in the 
hands of the same personnel who formulated 
and adopted it. 


BLANKET BONDS FOR BUSINESS. By George E. 
Foster. The Casualty ©& Surety Journal (60 
John Street, New York 38, N. Y.), Vol. XIII, 
No. 3. No organization is immune to loss from 
employee dishonesty, yet, according to a recent 
survey, less than 10 per cent of all commercial 
enterprises carry dishonesty insurance in any 
form. Today's outstanding “buy” in the field 
of dishonesty insurance, this article points out, 
is blanket bonds, which provide coverage on 
all regular employees, thereby eliminating the 
risk of choosing the wrong employees to be 
bonded. The various forms of this type of 
bond, the protection afforded, and the cost 
savings made possible are discussed in this 
article. 


DON'T LET FIRE PUT YOU OUT OF BUSINESS. 
By G. F. Wahl. Mill © Factory (205 East 42 
Street, New York 17, N. Y.), October, 1952. 
Industrial fire protection programs must be 
based upon two equally important elements: 
physical equipment and managerial planning. 
This article, while examining both these as- 
pects of fire protection, gives special atten- 
tion to the problems of organizing, training, 
and equipping an industrial plant fire brigade 
that can take effective action as soon as a 
fire is detected. 


**COMPREHENSIVE-TYPE” COVERAGE. By Fred 
J. Pabody. Best’s Insurance News (75 Fulton 
Street, New York 38, N. Y.), October, 1992. 
The word “comprehensive” is misleading when 
applied to today’s typical general liability 
policy, suggests the author, since the contrac- 
tual liability exclusion contained in most such 
policies denies complete liability coverage. “Au- 
tomatic” contractual liability endorsements and 
blanket contractual coverage are discussed as 
means of eliminating this inconsistency and 
providing fuller protection. 
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AMA’s MARKETING CONFERENCE 


FEBRUARY 9-11 i. HOTEL STATLER + NEW YORK 


in postwar concept of marketing is as antiquated today as the selling methods of 
the old-fashioned house-to-house peddler. Renewed buyer resistance, the combination 
of rising sales expense and a fairly inflexible price structure, a growing appreciation 


of the need to measure the cost of getting business, the modified approach necessitated 
by new distribution methods—all have contributed to this change. But the future is) 


bright for those who can take advantage of the many opportunities ahead. The 
Marketing Conference has, been organized to show you how other sales executiv 
are handling the pressing questions of day-to-day marketing operations while planning’ 
for the highly competitive tomorrow. ; 


Among the principal topics of discussion will be: 


© Prospects for Business in View of Decreased 
Government Spending 


@ Major Trends in Sales Management Practice 
®@ Organization of the Chief Sales Executive's 
Job 


® Achieving an Accurate Sales Budget 
® Controlling Sales Force Expense 
© Keeping the Product Line Up to Date 


And again— 


The AMA Workshop Exhibit. . . 


featuring: the latest material from hundreds of companies on 
compensation programs for salesmen; job descriptions for sales 
positions; direct mail sales campaigns; salesmen’s contracts; 
recruiting, selection, and training procedures for salesmen; and 
sales department organization. There will be a booth showing 
the activities of the new Office of Distribution of the U. S$. De- 
partment of Commerce, and executives from the group will be 
on hand to answer questions. 


AMERICAN MANAGEMENT ASSOCIATION 
330 West 42nd Street New York 36, N. Y. 
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